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Digital Health 2022: Historically low valuations as an opportunity for
investors

Currently, the Digital Health sector is valued significantly lower than at the beginning of 2021. The
historically low valuation is not only attractive for investors, but also an interesting base for
takeovers.

From Stefan Blum, Portfolio Manager Bellevue Digital Health Fund

2021 was generally a very challenging year for small and mid-sized growth stocks. This is reflected in the
significantly better performance of large-cap healthcare companies as tracked by the Russell 1000
Healthcare Index (+23.3%) compared to the performance of the Russell 2000 Healthcare Index (-17.6%),
which focuses on small and mid-cap companies. The EV/Sales multiple of the Bellevue Digital Health fund
portfolio is currently under the long-term range of 6-10x, and about 40% lower than it was 12 month ago.
Due to the historically low rating, 2022 presents itself with enormous growth potential.

The indications for the new year are good. We assume that large healthcare companies are eyeing deals
with disruptive, fast-growing digital health companies. An example was seen in early 2022 when Stryker
issued a takeover bid for Vocera, a leading provider of communication software and hardware for
hospitals. In December, Oracle, a sector outsider, issued a USD 29 bn takeover bid for Cerner, one of the
two major providers of hospital software in the US. Also, J.P. Morgan Healthcare Conference was very
positive with some companies already giving pro-active guidance of their results after being challenged
by investors worried over Covid-impact. Inspire Medical’s sales expectation for 2021 is around USD 233
mn at a gross margin of 85-86%, impressive numbers compared to 2020.

Many Digital Health companies are now at a much more advanced stage of business maturity, their
business models have been firmly established, and their path to profitability has gained visibility. Even
companies where investors generally want to see more proof that their strategies work, show very good
return potential, and levels of risk that are tolerable in view of their significant corrections and the
investment community’s modest expectations.

All things considered, we believe the outlook for the 2022 investment year is extremely attractive. Some
macro factors such as rising input costs, supply chain challenges and labor shortages might even have a
positive impact on the course of business at digital health companies in view of their efficiency-enhancing
solutions.

We don’trule out short-term market fluctuations, especially in reaction to news about the vaccination rates
and the effectiveness of vaccines against coronavirus variants, or as a result of short-term tactical shifts in
the flow of investment capital (sector rotation). However, we believe that a highly selective portfolio of
fast-growing, transformative and disruptive companies offering digital technologies that improve
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healthcare services and systems while lowering costs can quickly bounce back from short-term stock
market trends.

The increased acceptance of digital solutions in the wake of the pandemic has pushed up the potential
growth trajectory of the Digital Health investment case. We also expect M&A activity to pick up
significantly. Equity capital investors have already invested about USD 84 bn in 3 800 privately held digital
health firms since 2011, so we expect a steady stream of attractive IPOs in the coming years. Strong growth
momentum and non-cyclical demand put Digital Health stocks in an excellent position to deliver a pleasing
performance in 2022.
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Bellevue - Excellence in Specialty Investments

Bellevue is a specialized asset manager listed on the SIX Swiss Exchange with core competencies
covering healthcare strategies, entrepreneur strategies, alternative and traditional investment strategies.
Established in 1993, Bellevue, a House of Investment Ideas staffed by 100 professionals, generates
attractive investment returns and creates value added for clients and shareholders alike. Bellevue
managed assets of CHF 12.8 bn as at December 31, 2021.
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https://www.bellevue.ch/all-en/all/products/healthcare-investments/open-ended-equity-funds/bellevue-healthcare-strategy-lux/b-shares-usd
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https://www.bellevue.ch/all-en/all/products/healthcare-investments/open-ended-equity-funds/bellevue-biotech-lux/b-shares-usd
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Disclaimer: This document is neither directed to, nor intended for distribution or use by, any person or entity who is a citizen or resident of any locality,
state, country or jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. The information and data
presented in this document are not to be considered as an offer to buy or sell or an invitation to subscribe any securities or financial instruments. The
information, opinions and estimates contained in this document reflect a judgment at the original date of release and are subject to change without
notice. Liability for the accuracy or completeness of all information in this document is expressly disclaimed. This information does not take into account
the specific or future investment objectives, the financial or tax situation or the particular needs of any specific recipient This document does not
constitute independent investment research. Interested investors should always seek professional advice before making an investment decision. The
information in this document is provided without any guarantees or warranties, for information purposes only, and is intended only for the personal use
of the recipient. Every investment involves some risk, especially with regard to of fluctuations in value and return. Investments in foreign currency
involve the additional risk that a foreign currency might lose value against an investor's reference currency. This document does not reflect all possible
risk factors associated with an investment in the aforementioned securities or financial instruments. Historical performance data and financial market
scenarios are no guarantee or indicator of current and future performance. The performance data are calculated without taking account of commissions
and costs that result from subscriptions and redemptions. Commissions and costs adversely affect performance. Financial transactions should only be
carried out after thorough study of the current prospectus and are only valid on the basis of/or/and are subject to the terms given in the most recently
published prospectus and annual or semi-annual report. Bellevue Funds (Lux) SICAV is admitted for public distribution in Switzerland. Representative
in Switzerland: Waystone Fund Services (Switzerland) SA, Avenue Villamont 17, CH-1005 Lausanne. Paying Agent in Switzerland: DZ PRIVATBANK
(Schweiz) AG, Minsterhof 12, P.O. Box, CH-8022 Zurich. Bellevue Funds (Lux) SICAV is admitted for public distribution in Austria. Paying and information
agent: ERSTE BANK der oesterreichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna. The Bellevue Funds (Lux) SICAV is admitted for public
distribution in Germany. Paying and information agent: ACOLIN Europe GmbH, Reichenaustrasse 11a-c, D-78467 Constance. Bellevue Funds (Lux) SICAV
is registered in the CNMV registry of foreign collective investment schemes distributed in Spain, under registration number 938. Representative: atl
Capital, Calle de Montalban 9, ES-28014 Madrid. Prospectus, Key Investor Information Document (“KIID"), the articles of association as well as the annual
and semi-annual reports of the Bellevue Funds under Luxembourg law are available free of charge from the above mentioned representative, paying,
facilities and information agents as well as from Bellevue Asset Management AG, Seestrasse 16, CH-8700 Kusnacht. With respect to fund units
distributed in or from Switzerland, the place of performance and jurisdiction is established at the registered office of the representative.
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