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Investment Highlights:

Aastrom Ends Osteonecrosis, Bone, Spinal Cord and Neural Programs: Aastrom has discontinued further
patient enrollment in the U.S. Phase III trial for osteonecrosis and does not anticipate initiating any clinical
activity in the bone, spinal cord injury or neural areas without additional financial resources.

Aastrom Changes Lead Indication for Third Time: Aastrom’s lead indication is now cardiac regeneration
which is Aastrom’s third change in lead indication. We believe these multiple lead indication changes have

significantly reduced investor confidence.

Aastrom Blocked from Reverse Split: Aastrom has traded below the $1 threshold since November 6, 2007 and
had sought shareholder approval for a reverse split. Since less than 2/3 of the shareholders voted, Aastrom was
blocked from affecting a reverse split and will be required to address continued listing requirements through other
means.

Terminating Coverage with Neutral Rating: Aastrom’s new lead indication for cardiac stem cell therapy is in
an increasingly crowded space. While successful 24-month follow-up data from patients already enrolled in the
U.S. Phase III for osteonecrosis may provide some encouragement, we believe investors will need to be patient for
a long time. However, we do not see any significant short- or medium-term positive catalysts for Aastrom
and thus we are terminating research coverage at this time. Our $0.50 target is based on a 30x multiple on
2012 EPS and discounted 45% for risk.

Stock Data Management
52-Week Range $0.27 - $1.43 CEO & President George Dunbar _
Shares Outstanding (Mill) 133 CFO George Dunbar (Acting)
Market Capitalization ($Mill) $46 EETERS IS 03008
Average Daily Volume 469,267 25
Book Value/Share $0.18 2.0
Price/Book 1.9X 12
Cash / Securities ($Mill) $22.5 0.5
Cash/Share $0.17 0.0
Insider ownership 5% Volume == ©BigCharts.com
Institutional Ownership 20% "
Debt/Capital N/A o =
Dividend/Yield $0.00/0% 0 £
Short Interest (Mill) / % 0.5/0.4% os o o

" Price target and ratings changes over the past 3 years:
Estimates (Jun FYE) 2007 2008 2009E _ 2010E Initiated September 20, 2004 — BUY — Price Target $2.00-$2.50
Net Inc. (Loss) ($Mill)  ($17.6) ($20.1) ($19.1) ($19.3) Upgraded January 10, 2005 - BUY- Price Target $3.75
EPS (%0.15) ($0.16) ($0.13) ($0.12) Downgraded January 20, 2005 — NEUTRAL- $4.25

Upgraded February 15, 2005 — BUY — Price Target $3.75

Updated November 14, 2007 — BUY — Price Target $2.50

Downgraded June 19, 2008 — NEUTRAL - Price Target $0.50
See last page for important disclosures and analyst certification.
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RISKS

Some of the operational and financial risks to Aastrom Biosciences are:

e FDA and Regulatory risks: As with all drug development efforts, serious unwanted and unexpected side
effects, lack of efficacy or insufficient clinical data may delay or preclude regulatory approval of some or
all of their drug candidates and there can be no guarantee of timely or definite FDA or EMEA approvals.

e Need to Raise Additional Funds: Aastrom does not have sufficient financial resources to fully complete
their development programs and clinical trials as currently planned. We expect Aastrom to raise
additional funds in 2008/2009 which would create dilution for existing shareholders.

e Competition and Reliance on Marketing Partners: Even if Aastrom’s therapies receive approval,
market competition and physician adoption rates may be slower than anticipated. We expect Aastrom will
rely to a large degree on the marketing effectiveness of future partners, which Aastrom does not control.

e Sector Rotation: Aastrom is a small biotechnology drug development company often kept in a portfolio
with similar companies, especially other stem cell development companies. In such cases, a significant
event for one company may have a material impact on the valuation of all similar companies regardless of
their unique qualities.
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FYE June 30th
Revetues:
Total revenues
Costs and expenses
Cost of product sales
Gross Margin

Research & Development
Selling, General & Admin
Hon-recutting charges
Total Operating Expenses
Operating Income
Other Income
MetIncome (loss) before taxes
Income Taxes
NetIncome
Earnings (Loss) per share
Weighted Shares Outstanding

Assefs:
Current Assets:
Cash and equivalents
Receivables
Other current assets
Total cutrent assets
Propetty & equipment, net
TOTAL ASSETS

Ligbilifies:

Accounts payable and
accried expenses

Current Portion of LT Debt
Total current labilities

LT Debt [2]
Total LT labilities

Shareholders' equity
TOTALLIAB & EQ

s
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Aastrom Biosciences, Inc.

Consolidated Statement of

erations

(in $000s, excepi EPS)
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3,528 4017 5,390 5972 9,101 8682
202 48 253 a o ]
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E28D| (G135 (10,657 (12417 (A7735| (19,465
34 134 162 08 Lass L7
73| (.57 (10,488 (L2 (16475)| (17,594
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(7935 (9.5790| (10.488) (12 (6475 (175945
42131 | AL000 | 73705 | 23541 | 108335 | 110,533
Balance Sheeis
5000)
FYE June 30th
6/30/05 6/30/06 6/30/08
32414 42997 22,462
0 139 12
30 peih L3E3
35144 43665 24,063
53 L6 2154
33,897 44,881 26,217
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1] 1] 48
260 2,539 2,100
o o iix]
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0 0 0
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124

3,449
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]
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0
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[3] 10/16/07 11 21 shares Issued - Met Procesds $12 511

2008E

522

[1] Federal NOL canryforward was $980M as of 6/30/02
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DISCLOSURES
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Hilliohs

ONHDOMFHAHN J JASOCHNDOFFHAHM JJASOHIOGFHMAMI A
Initiated September 20, 2004 — BUY — Price Target $2.00-$2.50
Upgraded January 10, 2005 — BUY — Price Target $3.75
Downgraded January 20, 2005 — NEUTRAL - $4.25
Upgraded February 15, 2005 — BUY — Price Target $3.75
Updated November 14, 2007 — BUY — Price Target $2.50
Downgraded June 19, 2008 — NEUTRAL - $0.50

Analyst Certification: The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed
in this report accurately reflect his personal views about any and all of the subject securities or issuers discussed; and 2) no
part of the research analyst’'s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views expressed by the research analyst in this research report; and 3) All Dawson James employees, including the analyst(s)
responsible for preparing this research report, may be eligible to receive non-product or service specific monetary bonus
compensation that is based upon various factors, including total revenues of Dawson James and its affiliates as well as a
portion of the proceeds from a broad pool of investment vehicles consisting of components of the compensation generated by
investment banking activities, including but not limited to shares of stock and/or warrants, which may or may not include the
securities referenced in this report.

Dawson James has received investment banking compensation from the company mentioned in this report. Dawson James
has received non-investment banking compensation and actively seeks compensation for investment banking services in the
future. Dawson James does not make a market in this security. Neither the research analyst whose name appears on this
report nor any member of his household is an officer, director or advisory board member of the company. Dawson James did
not receive any other compensation from the company in the previous 12 months. The Firm and/or its directors and employees
may own securities of the company(s) in this report and may increase or decrease holdings in the future.

Ratings definitions: 1) Speculative Buy: the stock is expected to appreciate and produce a total return of at least 30% over
the next 12-18 months but the volatility and investment risk is substantially higher than our "Strong Buy"
recommendation; 2) Strong Buy: the stock is expected to appreciate and produce a total return of at least 30% over the next
12-18 months; 3) Buy: the stock is expected to appreciate and produce a total return of at least 20% over the next 12-18
months; 4) Neutral: the stock is fairly valued for the next 12-18 months; 5) Sell: the stock is expected to decline at least 20%
over the next 12-18 months and should be sold; 6) Sell Short: the stock is expected to decline at least 30% over next 12-18
months and should be sold short, however the volatility and investment risk is substantially higher than our "Sell"
recommendation; 7) Under Review: the previous rating and/or price target is suspended due to a significant event which now
requires additional analysis and the previous rating and/or price target cannot be relied upon; and 8) Restricted: coverage
cannot be initiated or has been temporarily suspended to comply with applicable regulations and/or firm policies in certain
circumstances such as investment banking or an advisory capacity involving the company.

Company Coverage Investment Banking
Ratings Distribution | # of Companies | % of Total | # of Companies | % of Totals
Speculative Buy 7 29% 4 57%
Strong Buy 3 13% 1 33%
Buy 11 46% 0 0%
Neutral 2 8% 1 50%
Sell 1 4% 0 0%
Sell Short 0 0% 0 0%
Under Review 0 0% 0 0%
Restricted 0 0% 0 0%
Total 24 100% 6 25%
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Information about valuation methods and risks can be found in the “STOCK VALUATION” and
“RISKS” sections of this report.

DAWSON JAMES SECURITIES, INC., Member SIPC, FINRA, (the "Firm") does not make a market in these securities. The Firm may perform or seek to perform investment banking
services for these companies in the future. Analysts receive no direct compensation in connection with the firm's investment banking business. All Dawson James employees, including the
analyst(s) responsible for preparing this research report, may be eligible to receive non-product or service specific monetary bonus compensation that is based upon various factors, including
total revenues of Dawson James and its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the compensation generated by
investment banking activities, including but not limited to shares of stock and/or warrants, which may or may not include the securities referenced in this report. The Firm, its officers,
directors, analysts or employees may effect transactions in and have long or short positions in the securities (or options or warrants with respect thereto) mentioned herein. Although the
statements of fact in this report have been obtained from and are based upon recognized statistical services, issuer reports or communications, or other sources that the Firm believes to be
reliable, we cannot guarantee their accuracy. All opinions and estimates included in this report constitute the analyst’s judgment as of the date of this report and are subject to change without
notice. The Firm may effect transactions as principal or agent in the securities mentioned herein. The securities discussed or recommended in this report may be unsuitable for investors
depending on their specific investment objectives and financial position. This report is offered for informational purposes only, and does not constitute an offer or solicitation to buy or sell any
securities discussed herein in any jurisdiction where such would be prohibited. Additional information is available upon request.
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