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Dynamic small and mid-caps with good return potential

Fear and uncertainty regarding COVID variants and the negative effects they could have on the world
economy have cast a shadow over market sentiment. What has that meant for small and mid-cap
performance? Leaders in market niches — hidden champions — are less vulnerable to the global macro
cycle and often generate dynamic growth thanks to their innovation and technology leadership, even in
the face of stronger headwinds. This is one reason why small and mid-caps have outperformed both year
to date and in recent weeks, regard-less of the uncertainty associated with the Delta variant.

Stock valuations may be at lofty levels in absolute terms, but that is justifiable in an environment of rock-
bottom interest rates, accommodative monetary policy and excess liquidity. Huge government
investments in infrastructure programs and clean energy are also a positive factor. P/E multiples in Europe
have actually stopped climbing and are now receding as market gains have been outpaced by earnings
growth and positive earnings revisions. This phenomena was again on display during the Q2 2021
reporting season.

Many companies reported significant positive earnings surprises and the consensus EPS estimate for 2021
has been revised 16% higher since January. Forward earnings estimates have climbed 26% since the
beginning of the year, while stocks have advanced about 20%. This means valuation levels have declined
by a full point despite the market gains and that the overall market has become less expensive. Going
forward, identifying which companies are most likely to report positive earnings surprises will be more
critical for performance than the general valuation re-rating.

With regard to investment styles, growth stocks have outpaced value stocks since April, which reflects the
decline in bond yields. Yields have probably reached their low, so the performance of cyclicals and value
stocks will likely level out during the remainder of the year. Sustained positive earnings momentum in the
second half and a decline in Delta variant cases as immunization levels rise are potential performance
triggers. The portfolio of the Bellevue Entrepreneur Europe Small Fund contains a mix of value (35%) and
growth (65%) stocks that adequately captures diverse sources of alpha in the various investment styles to
address the aforementioned uncertainty and constantly shifting scenarios. Astute stock picking remains
the key factor for investment success though. In a recent portfolio transaction, we added French auto
supplier Faurecia in the value segment after its compelling acquisition of Hella. We know and have strong
confidence in the management teams of both companies and their ability to unlock the full synergies
behind this deal. We continue to see considerable upside potential for small and mid-caps in general and
for the Bellevue Entrepreneur Europe Small Fund in particular, which, with its sharp focus on quality, has
delivered a return of 12.5% p.a. since its inception in 2011.

Bellevue Asset Management AG Seestrasse 16 | Postfach | CH-8700 Kisnacht/Zurich
+4144 267 67 00 | info@bellevue.ch | www.bellevue.ch 1/2



About the author:

Birgitte Olsen, CFA, Senior Portfolio Manager Equities Europe, joined Bellevue Asset Management in 2008
as a manager of European equity funds and institutional mandates. Prior to that she spent nine years at
Generali Investments in Cologne, where she managed European equity portfolios. From 1997 to 1998, she
was with Vontobel Asset Management in Zurich as a fund manager for the German and Scandinavian
markets. Birgitte Olsen began her career in the financial sector in 1994 as a sell-side analyst at Bellevue
Bank covering the insurance and pharmaceutical sectors. She earned a degree in finance and accounting
from the University of St. Gallen in 1992.

For further information:
Bellevue Asset Management AG, Seestrasse 16 / Postfach, 8700 Kiisnacht/Zurich,
Tanja Chicherio, Tel. +41 44 267 67 09, tch@bellevue.ch

www.bellevue.ch

Bellevue — Excellence in Specialty Investments

Bellevue is a specialized asset manager listed on the SIX Swiss Exchange with core competencies cover-
ing healthcare strategies, entrepreneur investments and selected niches strategies. Established in 1993,
Bellevue, a House of Investment Ideas staffed by 100 professionals, generates attractive investment re-
turns and creates value added for clients and shareholders alike. Bellevue managed assets of CHF 14.4 bn
as at June 30, 2021.

Independent — entrepreneurial — committed.

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 local-
ity, state, country or jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. It is particularly not
intended for US persons, as defined under Regulation S of the U.S. Securities Act of 1933, as amended. The information and data presented in this
document are not to be considered as an offer to buy, sell or subscribe to any securities or financial instruments. The information, opinions and esti-
mates contained in this document reflect a judgment at the original date of release and are subject to change without notice. This information pays
no regard to the specific or future investment objectives, financial or tax situation or particular needs of any specific recipient and in particular tax
treatment depends on individual circumstances and may be subject to change. This document is not to be relied upon in substitution for the exercise
of independent judgment. Before making any investment decision, investors are recommended to ascertain if this investment is suitable for themin
the light of their financial knowledge and experience, investment goals and financial situation, or to obtain specific advice from an industry profes-
sional. The details and opinions contained in this document are not to be considered as recommendation or investment advice. Every investment
involves risk, especially with regard to fluctuations in value and return, and investors’ capital may be atrisk. If the currency of a financial product is
different from your reference currency, the return can increase or decrease as a result of currency fluctuations. Past performance is no indicator for
the current or future performance. The performance data are calculated without taking account of commissions and costs that result from subscrip-
tions and redemptions. Commissions and costs have a negative impact on performance. For more information about the associated costs, please
refer to the related costs and fees section of the prospectus. Any benchmarks/indices cited herein are provided for information purposes only. No
benchmark/index is directly comparable to the investment objectives, strategy or universe of the subfund. The performance of a benchmark shall not
be indicative of past or future performance of the subfund. Financial transactions should only be undertaken after having carefully studied the current
valid prospectus and are only valid on the basis of the latest version of the prospectus and available annual and halfyearly reports. Please take note of
the risk factors. Countries of distribution and local representatives The Bellevue Funds (Lux) is registered and admitted for public distribution in Aus-
tria, Germany, Luxembourg, Spain and Switzerland. Austria Paying and information agent: ERSTE BANK der oesterreichischen Sparkassen AG, Am
Belvedere 1, A-1100 Vienna Germany Information agent: ACOLIN Europe GmbH, Reichenaustrasse 11a-c, D-78467 Konstanz Spain Representative: atl
Capital, Calle de Montalbéan 9, ES-28014 Madrid - CNMV under the number 938 Switzerland The Bellevue Funds (Lux) SICAV is registered for public
offering and distribution in Switzerland with the Swiss Financial Market Supervisory Authority. Representative agent in Switzerland: ACOLIN Fund
Services AG, Leutschenbachstrasse 50, CH-8050 Zurich. Paying agent in Switzerland: DZ PRIVATBANK (Schweiz) AG, Minsterhof 12, Postfach, CH-
8022 Zurich. You can obtain the sales prospectus, Key Investor Information Document (“KIID”), statutes and the current annual and half-yearly reports,
the current share prices and further information about the fund free of charge in German from the management company Bellevue Asset Manage-
ment AG, Seestrasse 16, CH-8700 Kiusnacht, the representative agent in Switzerland or online at www.bellevue.ch. In respect of the units distributed
in or from Switzerland, the place of performance and jurisdiction is at the registered office of the representative agent.
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