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Medtech & Services: Innovation offers protection from political instability

Increasing surgical procedure volumes, robust product cycles and promising innovations will
propel the medtech & services sector forward in 2025 - despite the geopolitical rumblings and new
tariff-related risks. Why structural trends will still set the course for medtech, much more so than
short-lived headlines. An update from Marcel Fritsch and Stefan Blum, Portfolio Managers of the
Bellevue Medtech & Services Fund.

By and large, the medtech & services sector got off to a solid startin 2025. Markets did come under heavy
pressure in early April, however, when the US announced new tariffs on imports from China and a host of
other countries. The Bellevue Medtech & Services Fund (B shares, USD) held steady despite the turbulent
environment, delivering a positive year-to-date return of 2.7% as of the end of April. The MSCI World
Index (-0.8%), the S&P 500 (-4.9%) and the tech-heavy Nasdaq 100 index (-6.7%), for instance, all showed
negative returns for the same period (in USD).

This once again underscores the defensive qualities of the medtech sector and the downside protection
it offers, especially when the market gets choppy. The sector’s latest display of relative strength is largely
attributable to medtech heavyweights such as Abbott, Boston Scientific, EssilorLuxottica and Medtronic.
Most first-quarter earnings reports were much better than expected, but the most critical factor behind
the positive performance was the fact that medtech companies were able to quantify the potential tariff-
related costs and keep them reasonably well-contained.

Regardless of the short-term market swings, the fundamental outlook for the sector remains intact.
Besides the structural growth drivers, such as the aging baby boomer generation, which is inducing a
sharp increase in surgical procedure volumes, the medtech market is enjoying sustained market
momentum thanks in no small measure to impressive innovation cycles: In the field of robotic surgery,
Intuitive Surgical introduced a major product upgrade with the da Vinci 5 surgical system - its first major
upgrade in more than six years. The new da Vinci 5 system improves operational efficiency by more than
20% and outcomes are better too.

In the field of electrophysiology, Boston Scientific has set a new standard with its pulsed field ablation
technology (Farapulse): It is faster, safer and more precise than conventional thermal ablation methods
for treating atrial fibrillation — a market whose volume is estimated to grow to more than USD 8 bn by
2030.

Medtech is also growing strongly in the diabetes market: Companies such as Dexcom continue to report
double-digit sales growth for their continuous glucose monitoring systems, which are increasingly
covered by health insurance plans. The market penetration rate of continuous glucose monitoring (CGM)
devices among individuals with insulin-dependent diabetes (type 1) in the US is now more than 50% -
and rising. CGM devices are already making inroads into the type 2 diabetes (not yet insulin-dependent)
segment and they are even in demand as a preventive measure, a market with significantly greater
potential. Innovation cycles like these improve operational visibility and strengthen the strategic position
of medtech leaders in the marketplace.
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Shifting political winds in the US healthcare system?

Political developments in the US represent an additional factor for medtech investments in 2025: Robert
F.Kennedy Jr. was appointed as the country's new health secretary. He is known for his critical comments
about large pharmaceutical companies and other players in the healthcare system and his controversial
anti-vaccine views, so his time in office could heighten regulatory uncertainty — especially for biopharma
manufacturers.

However, long-established players such as Boston Scientific, Abbott and Stryker are likely to be fairly
well-shielded from this risk. These companies are focused on vital surgical procedures and products,
which are less vulnerable to government policies than preventive solutions or new therapeutics.

Trade tariffs — an issue, but not a game changer

The talk about new US tariffs on imports from China, Malaysia, Switzerland and other countries has
created uncertainty for a wide range of industries. However, compared to manufacturing or consumer
goods companies, the medtech & services sector has so far proven to be much more resilient. The direct
impact on business operations has been limited. Only a handful of companies within the sector might be
affected. For example:

¢ Intuitive Surgical has set up some manufacturing operations in Mexico but, thanks to the
USMCA free trade agreement, most of its production output will likely remain exempt from any
new tariffs.

¢ Dexcom manufactures some of the components used in its glucose monitoring devices in
Malaysia — which could theoretically lead to some extra tariff-related costs. That said, Malaysia
has so far been more of a bystander in the US tariff crusade.

Industry analysts estimate that the potential risk could lower Dexcom's EPS by 2-6% — which is far less
than the estimated 10-20% hit that more globalized industries are exposed to.

In addition, a substantial chunk of Dexcom’s product portfolio could be protected from tariff action by
international agreements, such as the Nairobi Protocol. Under this multilateral agreement, medical
devices specially designed or adapted for the use or benefit of disabled persons are exempted from
tariffs. This includes critical products such as continuous glucose monitoring systems or devices for the
treatment of sleep apnea, both of which are growing market segments. And even if new tariffs are
imposed, the tariff-related risk would clearly be mitigated by the high rate of manufacturing localization:

e Many leading medtech companies today have set up production sites in the US - in some cases
localization rates exceed 70%.

e What’s more, they also have flexible supply chains and manufacturing networks that can be
quickly adapted in the event of regulatory change.

The medtech industry's current strategic positioning - local production, specialization in critical
healthcare products and services, and far-sighted regulatory management strategies — thus provides
sound protection against short-term tariff risks. In addition, the US dollar’s current weakness is an
advantage for export-oriented, highly vertically integrated medical technology companies that have US-
based production sites, because a weaker dollar lowers the cost of their products for foreign buyers and
thus makes them more competitive on the international stage.

Valuation: On solid ground with catch-up potential

The fund's portfolio is relatively concentrated and currently has a defensive slant. The number of
positions is at the lower end of the typical range of 40 to 60 stocks, and 96% of portfolio assets are
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invested in large-cap medtech names. The average market cap of the stocks in the portfolio is USD 60
bn.

In terms of fundamentals, the portfolio offers strong sales growth of more than 9% p.a. over the next five
years. Average estimated EPS growth is about 14% p.a. — which likewise underscores the long-term
fundamental strength of the companies in the fund's portfolio.

Looking at valuation metrics, the medtech & services sector was trading at a substantial discount to the
total market from the beginning of 2025 until the end of February. This changed in March: The valuation
spread began to narrow as the S&P 500 experienced a significant multiple contraction, while tech stocks
sold off, converging with the more stable medtech & services sector.

Despite these moves, large-cap medtech stocks are still trading at a slight discount of about 1%
compared to the S&P 500. Historically, however, large-cap medtech names usually traded with a
premium of 10 to 20%. From this angle, medtech’s current valuations are still attractive.

Click here for more information.
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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 90 professionals, generates
attractive investment returns and creates value added for clients and shareholders alike. Bellevue
managed CHF 5.8 bn in assets as of December 31, 2024.

Disclaimer: This press release is issued by Bellevue Asset Management AG, which is an authorized asset manager subject to the supervision of the
Swiss Financial Market Supervisory Authority (“FINMA”) and acts as an Investment Manager of the Bellevue Funds (Lux) SICAV. Bellevue Medtech &
Services Fund is a subfund of Bellevue Funds (Lux). The information and data presented in this press release are not to be considered as an offer to
buy or sell or an invitation to subscribe any securities or financial instruments. For potential investors in Singapore Investment returns may increase or
decrease due to exchange rate fluctuations. The fund(s) is not authorized or recognized by the Monetary Authority of Singapore (the “MAS”) and its
shares are not allowed to be offered to the retail public. The Sub-Fund is a restricted scheme under the Sixth Schedule to the Securities and Futures
(Offers of Investments) (Collective Investment Schemes) Regulations of Singapore. This press release is not a prospectus as defined in the SFA and
accordingly, statutory liability under the SFA in relation to the content of prospectuses does not apply. The MAS assumes no responsibility for the
contents of this Information Memorandum. You should consider carefully whether the investment is suitable for you and whether you are permitted
(under the SFA, and any laws or regulations that are applicable to you) to make an investment in the Shares. If in doubt, you should consult your legal
or professional advisor. This Information Memorandum has not been registered as a prospectus with the MAS. Accordingly, this Information
Memorandum, the Prospectus and any other document or material in connection with the offer or sale, or invitation for subscription or purchase, of
Shares may not be circulated or distributed, nor may Shares be offered or sold, or be made the subject of an invitation for subscription or purchase,
whether directly or indirectly, to any persons in Singapore except in accordance with the restrictions and conditions under the SFA. By subscribing for
Shares pursuant to the exempt offer under this Information Memorandum, you are required to comply with restrictions and conditions under the SFA
in relation to your offer, holding and subsequent transfer of Shares.

Hong Kong: This section has been prepared solely for Hong Kong investors who invest or propose to invest in Shares of Bellevue Funds (Lux) (the
“Company”)in Hong Kong. Investors in Hong Kong should read this supplement in conjunction with the Prospectus for the Company (the “Prospectus”).
References to the Prospectus are to be taken as references to that document as supplemented hereby. In addition, words and expressions defined in
the Prospectus, unless otherwise defined below, shall bear the same meaning when used herein.

Prospectus, Key Information Document (“PRIIP-KID”), 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 Bellevue Asset Management AG, Theaterstrasse 12, CH-8001 Zirich
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