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HBM Healthcare Investments (HBMN) has continued to produce solid NAV
and share price performance, buoyed by recent IPOs from its private
portfolio (with more expected to come) and a significant revaluation of
largest holding Shanghai Cathay R&D. The Switzerland-listed fund holds a
blend of private and listed healthcare companies and funds, diversified by
geography and clinical focus, and has significantly outperformed the MSCI
World Health Care Index over one, three, five and 10 years in both share
price and NAV total return terms. Despite also outperforming its peer
group average, and offering a c 4% dividend yield, HBMN currently trades
on a wider discount to NAV than many of its peers.

Private investments have contributed meaningfully to HBMN’s NAV returns

CHF1,336.3m

NAV

CHF1,397.0m

NAV per share*

CHF200.80

Discount to NAV

2.8%

*Including income. **Excluding income. As at 31 July 2019.
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A number of structural factors underpin the growth of the global healthcare sector in
recent years. These include advances in the understanding of diseases, changing
demographics (ageing populations require more medical services, while increasing
affluence in emerging markets also drives healthcare demand) and a benign
regulatory environment. In addition, many of the most innovative healthcare
companies are unlisted, meaning they are out of reach of mainstream investors.
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MSCI World Health Care

52-week high/low

CHF197.40

CHF147.60

NAV* high/low

CHF202.62

CHF171.12

*Including income.

Why consider investing in HBMN?








No other fund in its peer group offers significant exposure to both private and
listed healthcare companies; most are dominated by one or the other.
Long-term record of outperformance, with remarkably consistent NAV total
returns of c 10%+ pa, generated by experienced team of healthcare specialists.
Although HBMN’s discount to NAV has narrowed in recent years, it remains
wider than many of its peers.
Increasing focus on Asia (particularly China and India) reflects positive
fundamentals in higher-growth developing markets.

Attractive yield and a discount wider than peers
HBMN’s share price discount to NAV has narrowed substantially in recent years, and
stood at 4.4% on 5 August compared with a five-year average of 20.3%. However,
it remains at a wider discount than many of its peers. As a result of the fund’s high
distribution policy, HBMN’s shares currently yield c 3.9%.
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*As at 30 June 2019.
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Exhibit 1: Company at a glance
Investment objective and fund background
Recent developments
HBM Healthcare Investments (formerly HBM BioVentures, renamed in 2012) is a  22 July 2019: Results for the three months ended 30 June (Q1 2019/20). NAV
Swiss investment company that aims to generate long-term capital gains by
+5.7% and share price +8.9%. The biggest drivers of returns were the IPO
investment in private and public companies in the human medicine, biotech,
(and subsequent performance) of Turning Point Therapeutics and an increase
medtech and diagnostic sectors, and related areas. It invests worldwide,
in the fair value of largest holding Cathay Industrial Biotech, now held directly
predominantly in later-stage private companies (either directly or through funds)
through Shanghai Cathay R&D.
and publicly listed holdings, many of which began as private equity investments.  17 May 2019: Results for the year ended 31 March 2019. NAV per share
+18.0% and share price +22.0% (all in Swiss francs). Profits of CHF209m for
the period. IPOs and M&A made a significant contribution.
Forthcoming
AGM
Quarterly results
Year end
Dividend paid
Launch date
Continuation vote

Capital structure
Ongoing charges
Net gearing
Annual mgmt fee
Performance fee
Company life
Loan facilities

June 2020
25 October 2019
31 March
June
July 2001 (listed Feb 2008)
None

1.41%
0.6%
0.75% NAV + 0.75% market cap
Yes (see page 9)
Indefinite
CHF100m bond issue

Dividend policy and history (financial years)
Since FY13 HBMN has followed a policy focused on shareholder value, whereby
c 3–5% is returned to shareholders annually as a capital distribution (c 5–8% total
return of capital including buybacks), subject to portfolio performance and liquidity.
8.0

Share buyback policy and history (financial years)
HBMN may buy back shares in the market to help manage the discount. Its
current buyback programme began in June 2019. The FY15 figure includes an
issue of put options, which saw an additional 564,897 shares repurchased.
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Fund details
Group
HBM Partners
Manager
Team-managed
Address
Bundesplatz 1,
6300 Zug, Switzerland
Phone
+41 41 710 75 77
Website
www.hbmhealthcare.com
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Exposure by investment type (% of NAV as at 30 June 2019, excl. hedges)
Corporate entites (38.2%)
Public companies (52.9%)

Individuals (34.6%)
Banks (13.6%)

Private companies (36.3%)

Investment funds (9.1%)
Pension funds (3.0%)

Foundations/trusts (0.9%)

Private equity funds (10.7%)

Other (0.6%)

Top 10 holdings (as at 30 June 2019)
Company

Country

Sector

Shanghai Cathay R&D**
Y-mAbs***
Pacira Pharmaceuticals***
WuXi Healthcare Ventures II
Neurelis**
Turning Point Therapeutics***
Harmony Biosciences**
Galapagos
Vectura
Principia Biopharma***
Top 10 (% of holdings)

China
Denmark
US
China
US
US
US
Belgium/Netherlands
UK
US

Industrial polymers
Cancer immunotherapy
Pain management
Private equity fund
Epilepsy
Oncology
Narcolepsy/cataplexy
Cystic fibrosis and inflammation
Respiratory diseases
Autoimmune diseases

Portfolio weight % of NAV
30 June 2019

30 June 2018*

14.1
4.7
3.0
2.9
2.7
2.5
2.3
2.3
2.2
2.0
38.6

8.2
2.1
3.2
1.5
0.7
N/A
2.9
2.5
4.9
N/A
37.0

Source: HBM Healthcare Investments, Edison Investment Research, Bloomberg, Morningstar. Note: *N/A where not in end-June 2018
top 10. **Private company. ***Originally held in private portfolio.
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Market outlook: Sector fundamentals remain solid
As global equity markets have bounced back strongly from the sell-off in Q418, biotechnology has
performed less well (Exhibit 2, left-hand chart), and the NASDAQ Biotechnology Index now lags the
MSCI World Index total return over five years. This is a sharp contrast with the picture over 10
years, over which period the biotech index has outperformed the global index by c 140pp. The
broader MSCI World Health Care Index has been less volatile, outperforming global equities by
c 1pp over five years and c 60pp over 10 years (all in Swiss franc terms to end-July). The
performance differential between biotech and healthcare arguably reflects broader investor
sentiment. Because biotechnology is less well understood, and stocks in the sector are more
vulnerable to binary outcomes based on clinical data than large, diversified healthcare stocks,
biotech tends to be more heavily backed by generalist investors in times when risk appetite is high,
and may see significant outflows when fear prevails over greed. The US election cycle can also
weigh more heavily on biotech stocks. With the 2020 presidential race gathering momentum, the
long-running debate over drug pricing has been reopened, and price tags on biotech-developed
drugs – which may be life-changing, first-in-class treatments reflecting many years’ research and
development work – often spark the severest criticism.
Short-term noise notwithstanding, fundamentals remain solid for biotechnology and healthcare, with
ageing populations globally leading to higher demand for treatments, and greater affluence in
developing markets increasing access to modern healthcare services. Greater understanding of
disease processes is driving scientific advances, and the regulatory backdrop (particularly in the
dominant US market) remains accommodative, especially for treatments that are truly innovative. In
such an environment, and with forward P/E valuations for both biotech and healthcare stocks (as
measured by Datastream indices) being below their five-year averages (compared with the broad
US market forward P/E being above average), investors with a long-term view may benefit from
considering an allocation to the sector.
Exhibit 2: Market performance and valuation
Biotech, healthcare and global equity index total returns in CHF
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Source: Refinitiv, Edison Investment Research. Note: Valuation data as at 26 July 2019.

Fund profile: Healthcare fund with private equity roots
HBM Healthcare Investments (HBMN) is a Switzerland-listed healthcare investment company that
began life in 2001 as HBM BioVentures. Originally set up as a private equity investor with a focus
on the biopharmaceutical sector, it has evolved over the years into a diversified global portfolio of
private and listed healthcare companies and private equity funds, and has been listed on the SIX
Swiss Exchange since 2008. Although currently a little over half of the portfolio is invested in listed
companies, many of these began as holdings in the private portfolio.
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The fund aims to achieve long-term capital growth for its investors, but also has a high distribution
policy, paying out c 3–5% of its NAV each year as a capital distribution. It measures its performance
with reference to the MSCI World Health Care Index; however, investors should not expect
performance to track the index, given the significant proportion of HBMN’s portfolio invested in
private companies, and its complete lack of exposure to the ‘big pharma’ companies that dominate
the index. The high weighting in private equity, where holdings are only valued periodically, means
performance is likely to be less volatile than that of a pure equity fund. However, HBMN’s
conservative valuation approach, with holdings only being revalued upwards in response to
significant events, means that moves in the fortnightly NAV may occasionally be sharp.
HBMN has a six-strong non-executive board, and the fund management team is led by Chief
Executive Officer Andreas Wicki and Chief Financial Officer Erwin Troxler.

The fund manager: HBM Partners
The manager’s view: Exciting opportunities abound
Wicki says that targeted therapies are currently one of the most clinically significant areas of the
healthcare market, with targeted cancer treatments at the forefront. Recent HBMN purchases in the
targeted therapy space include SpringWorks Therapeutics (a private company) and Turning Point
Therapeutics (bought pre-IPO but now in the listed portfolio). Describing the area as ‘a very
promising story that will go on for a while’, Wicki says the recent acquisition of leading player Array
BioPharma (not held by HBMN) by Pfizer for $48 a share (a 62% premium to the previous closing
share price) underlines the potential for further corporate actions in the space. However, he is less
positive on the emerging area of gene therapy, which has also seen significant buying of smaller
players by larger firms, arguing that the ‘low-hanging fruit’ has already been acquired at high
valuations. Wicki says it is hard to see who the future winners will be, given the technology is still in
its infancy and ‘there are 250 companies out there at the moment burning money’. He adds: ‘We
are cautious on this area; our focus is on mechanisms that have clear therapeutic benefits, such as
Harmony Biosciences [treating narcolepsy by blocking histamine receptors] and Neurelis
[developing a nasal spray to allow rapid treatment of epileptic seizures]. The majority of our portfolio
companies are clearly making a difference through innovation.’
Looking ahead, Wicki says he does not see the pace of scientific discovery ebbing in the next few
years, and that the increased willingness of ‘big pharma’ to look outside for innovation, through
alliances, in-licensing or M&A, plays into HBMN’s hands as a backer of companies at the sharp end
of clinical development.
Commenting on the number of recent private investments that have quickly come to market, the
CEO says: ‘We have a seat at the table for these [pre-IPO financing] deals, as we are known to be
a constructive investor.’ In the past 12 months, the portfolio has seen a number of successful IPOs
(see Performance section), and has made new ‘pre-IPO’ investments in companies such as Jianke
Pharmaceutical, SpringWorks and Viela Bio. However, the biggest potential IPO would be that of
long-standing holding Shanghai Cathay R&D (‘Cathay’), formerly held through subsidiary Cathay
Industrial Biotech, which Wicki says could be facilitated by the recent introduction of the Chinese
STAR market, a science and technology board similar to Nasdaq in the US. Asia remains an
important area of opportunity for HBMN, and with Cathay currently accounting for c 14% of the
portfolio following a recent revaluation, Wicki says a partial exit after IPO and lock-up expiry could
free up capital for redeploying elsewhere in Asia. This could be via existing private equity fund
holdings, where the CEO says he hopes to see ‘exciting co-investment opportunities’.
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Asset allocation
Investment process: Blend of private and listed healthcare
HBMN invests across the spectrum of healthcare and biotechnology, in both listed and unlisted
companies, as well as private equity funds. It has two investment teams, one covering private
equity and one covering listed markets, with the teams meeting weekly to discuss clinical and
market developments. The majority of investment team members have a life sciences background.
The investment approach is bottom-up, with the teams employing fundamental analysis to construct
a portfolio of 60–100 investments with solid long-term growth potential, from a universe of around
1,000 companies. The teams track trends in healthcare, attending conferences and keeping in
close touch with a network of industry experts and executives, in order to generate investment
ideas. Potential investments undergo qualitative and quantitative analysis, and the teams assess
the companies’ intellectual property and stakeholder involvement before writing up a summary of
the opportunity, which may include a recommendation to invest.
Although a little over half the portfolio is currently invested in listed companies, the private portfolio
is arguably the driving force of the strategy. Including private equity funds, c 47% of the portfolio is
currently invested in unlisted companies, and 25% of the listed portfolio by value (c 13% of the total
portfolio), including the top three holdings, is invested in companies that HBMN has held since
before their initial public offering (IPO). While many of the unlisted companies have been long-term
holdings (notably largest position Shanghai Cathay R&D), some of HBMN’s more recent private
investments have been made shortly before IPO, such as Turning Point Therapeutics, which was
added to the portfolio in October 2018 and went public in April 2019.
The private equity team sources deals through its own networks, as well as via investment banks,
other venture capital investors and directly, with the aim of making typically around eight to 12 deals
a year. HBMN seeks to be an active lead or co-lead investor, with board representation, and to
share entrepreneurial responsibility along with the management team. All private investments are
made with a clear expectation of an exit, which may be via an IPO or trade sale.
HBMN takes a conservative approach to valuing its investments. Listed company stakes are valued
at market prices, and will thus reflect positive or negative developments as they occur. In the private
portfolio, most positions are valued at acquisition cost. Valuations will be adjusted (up or down)
when a new financing round with a third-party lead investor effectively establishes a new ‘price’,
and positions will be written down in steps of 25%, 50%, 75% or 100% in response to negative
clinical or regulatory developments as they occur. However, positive developments are only
reflected in valuations at the point of a liquidity event, such as an IPO, trade sale or third-party
financing round. The exception is where an unlisted company has significant revenues and profits,
in which case it will be valued based on appropriate price/sales and price/earnings multiples.
The portfolio is diversified by clinical focus, development stage and geography. Direct investments
are biased towards developed markets, while the private equity funds portfolio has a significant tilt
to emerging markets such as China and India, where it may be harder for the investment team to
make an assessment of individual private companies. Investments are made for the long term, with
the aim of achieving capital growth. Positions are continually reviewed, and risk management
activity also includes ongoing monitoring of global markets and macroeconomic developments. As a
further risk reduction measure, HBMN has a short position in an ETF tracking the Nasdaq
Biotechnology Index, to provide downside protection to the listed portfolio in volatile equity market
conditions. The short position has been reduced as the portfolio weighting in listed companies has
fallen (down from around two-thirds at 30 September 2018) and at 30 June 2019, c 9% of the public
portfolio was hedged, compared with c 20% nine months earlier.
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Current portfolio positioning
At 30 June 2019, HBMN’s portfolio was made up of 45 listed companies, 32 private companies and
14 private equity funds, as well as some smaller undisclosed investments in each category. The top
10 holdings made up 38.6% of the total, a slight increase in concentration compared with 37.0% a
year earlier. The largest position by some margin is in Shanghai Cathay R&D (formerly held as
Cathay Industrial Biotech, or CIB), a private Chinese manufacturing company using biotechnology
to produce a range of goods including biopolymer textiles (‘green nylon’). The position was revalued
upwards significantly in the first half of 2019 (to CHF192m versus CHF90m at 31 December 2018),
based on a financing round and transaction values. HBMN has also exchanged its US dollardenominated holding in Cayman Islands subsidiary CIB for a renminbi-denominated holding in the
parent company, which has diversified the fund’s currency profile (see Exhibit 4, right-hand chart).
As shown in Exhibit 3, HBMN is broadly diversified by clinical focus. It has recently added a new
category of ‘digital health’, bringing together names such as privately held online pharmacy/
healthcare websites 1mg (India) and Jianke Pharmaceutical (China), and connectRN, a US-based
app for sourcing temporary nursing staff, which Wicki describes as ‘Uber for nurses’. He adds: ‘We
are careful in the digital health segment to go for disruptors with an advantage in an analogue
world,’ explaining how connectRN has the potential to revolutionise the current inefficient process
for finding agency nurses to provide immediate cover.
Exhibit 3: Portfolio sector positions (% unless stated)
Orphan diseases
Oncology
Immunology/inflammation
CNS disorders
Medtech/diagnostics
Digital health
Metabolic diseases
Infectious diseases
Others

Portfolio end-June 2019
15.0
15.0
12.0
11.0
5.0
4.0
4.0
2.0
32.0
100.0

Portfolio end-June 2018
21.0
18.0
7.0
10.0
3.0
N/S
6.0
4.0
31.0
100.0

Change (pp)
(6.0)
(3.0)
5.0
1.0
2.0
N/A
(2.0)
(2.0)
1.0

Source: HBM Healthcare Investments, Edison Investment Research. Note: N/S – not separately stated. May
be included in ‘others’.

Exhibit 4 shows HBMN’s portfolio exposures by stage and currency, again illustrating its
diversification. Although many of its new investments are in small companies that may be at a
relatively early stage of development, almost 40% of the portfolio is invested in companies with
products on the market, half of which are already profitable.
Exhibit 4: Portfolio breakdown by stage* and country/currency as at 30 June 2019
Profitable (19.0%)

US (64.0%)

Market (20.0%)

Eurozone (10.0%)

Phase III (38.0%)

Switzerland (6.0%)

Phase II (18.0%)

Renminbi (12.0%)

Phase I (4.0%)

Indian rupee (4.0%)

Pre-clinical (1.0%)

Other (4.0%)

Source: HBM Healthcare Investments, Edison Investment Research. Note: *Classified by most advanced stage.

Recent investments in the private space include SpringWorks Therapeutics (March 2019), a
specialist in severe rare diseases and cancer, Viela Bio (June 2019, immunology/inflammatory
diseases), and Arrakis Therapeutics (June 2019), a platform company targeting disease treatment
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through RNA modification. The SpringWorks investment was the last of 15 new private investments
made in FY19, a markedly higher rate of activity than the usual circa eight to 12 investments per
year. Wicki says both SpringWorks and Viela are viewed as pre-IPO investments, building on the
recent pattern of HBMN’s new private holdings shortly coming to market, such as Y-mAbs
Therapeutics (initial investment in October 2017; IPO in September 2018), Principia Biopharma
(bought in August 2018 and listed in September 2018) and Turning Point Therapeutics (first
investment in October 2018; IPO in April 2019). All three of these IPOs have made significant
positive contributions to HBMN’s performance.

Performance: Strong returns driven by private portfolio
Exhibit 5: Five-year discrete performance data
Share price
(%)
29.4
1.1
27.7
47.6
19.6

12 months ending
31/07/15
31/07/16
31/07/17
31/07/18
31/07/19

NAV MSCI World Health
(%)
Care (%)
23.8
30.6
6.2
(3.3)
10.6
5.5
26.0
14.7
19.8
3.8

NASDAQ
Biotechnology (%)
61.7
(23.6)
10.6
13.2
(8.9)

FTSE All-Share
(%)
2.9
(11.2)
13.9
11.4
(5.5)

Source: Refinitiv. Note: All % on a total return basis in Swiss francs.

Despite considerable volatility in listed biotechnology and healthcare markets over recent years,
HBMN has produced consistently positive NAV total returns over periods to 31 July 2019
(Exhibit 6). Its lower volatility can be attributed largely to its exposure to private companies, which it
values conservatively (see Investment process). Recent IPO activity has undoubtedly boosted
recent returns, which feeds into longer-term performance, but even so, annualised NAV returns of
more than 15% over one, three, five and 10 years compare very favourably with the Swiss franc
performance of the MSCI World Health Care Index (see Exhibits 7 and 8). Share price returns have
been higher for most periods shown, with the discount to NAV having narrowed substantially over
the past two years.
Exhibit 6: Investment company performance to 31 July 2019
Price, NAV and benchmark total return performance, one-year rebased
125
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35
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Source: Refinitiv, Edison Investment Research. Note: Three, five and 10-year performance figures annualised.

Exhibit 7: Share price and NAV total return performance, relative to indices (%)
Price relative to MSCI World Health Care
NAV relative to MSCI World Health Care
Price relative to NASDAQ Biotech
NAV relative to NASDAQ Biotech
Price relative to MSCI World
NAV relative to MSCI World

One month Three months
5.7
16.8
(0.2)
9.6
7.9
21.0
1.9
13.6
4.0
19.1
(1.8)
11.8

Six months
12.0
13.9
20.2
22.2
6.0
7.8

One year
15.3
15.4
31.3
31.5
14.8
14.9

Three years
79.4
32.9
97.7
46.4
60.8
19.1

Five years
85.9
38.3
109.5
55.9
87.4
39.4

10 years
142.1
44.2
91.9
14.3
199.6
78.4

Source: Refinitiv, Edison Investment Research. Note: Data to end-July 2019. Geometric calculation.
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Specific contributors to recent performance have mainly originated in the private portfolio, and
include the upward revaluation of the stake in Shanghai Cathay R&D. IPOs have contributed
strongly, including the market debut in April 2019 of Turning Point Therapeutics (up 60% on its first
day of trading and a further 39% since then), as well as the earlier IPOs of Y-mAbs Therapeutics
and Principia Biopharma (both in September 2018). Revaluations based on funding rounds made a
notable positive contribution, for example at Neurelis (while relatively flat over six months, the value
of the stake in the epilepsy specialist has doubled compared with 12 months ago), as well as at two
Indian holdings, Sai Life Sciences (where a US private equity investor acquired a significant stake
in Q1 2018/19, leading to a more than 200% increase in the value of HBMN’s holding) and 1mg,
where HBMN contributed CHF5m in a CHF70m funding round in December 2018, resulting in a
CHF8m increase in the value of the existing holding.
Exhibit 8: NAV TR performance relative to MSCI World Health Care in CHF over five years
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Source: Refinitiv, Edison Investment Research

Discount: Wider than peer average despite re-rating
Exhibit 9: Share price premium/discount to NAV (including income) over three years (%)
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Source: Refinitiv, Edison Investment Research

At 5 August 2019, HBMN’s shares traded at a 4.4% discount NAV. This was narrower than the 7.7%
average over the previous 12 months, following a c 5% jump in the share price towards the end of
July. The discount had widened after briefly reaching a premium of c 1% in late September 2018,
although in recent years it has narrowed substantially, and the current level compares with
averages of 15.9%, 20.3% and 23.5% over three, five and 10 years, respectively. Despite its very
strong recent performance, boosted by a series of IPOs from the private portfolio that underline the
success of HBMN’s investment approach, the fund continues to trade at a discount wider than the
peer group average (see Exhibit 10). It is notable that fellow Switzerland-listed peer BB Biotech
(which also traded at a persistent discount until relatively recently) is currently trading on a double-
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digit premium. Syncona and International Biotechnology Trust, which each have private equity
exposure, are also both currently trading at a premium to NAV, suggesting there is continued scope
for HBMN’s discount to narrow.

Capital structure and fees
HBMN is structured as a closed-ended investment company, listed on the SIX Swiss Exchange. It
has one class of share, with 7.0m ordinary shares in issue. A new share buyback programme was
launched in June 2019 (following the completion of the 2016 programme), under which up to
696,000 shares (10% of shares in issue) may be bought back in the three years ending 27 June
2022. No shares have yet been bought back under this programme. Gearing is available through
two bond tranches of CHF50m each, one maturing in 2021 with a coupon of 2.0%, and one
maturing in 2023 with a coupon of 2.5%. This equates to gross gearing of 7.0%. At 30 June 2019,
net gearing was c 0.6% after accounting for cash and cash equivalents, minus the liability from the
market hedge.
HBM Partners receives an annual management fee of 0.75% of HBMN’s NAV plus 0.75% of its
market capitalisation, calculated and paid quarterly. For FY19 we calculate ongoing charges at
c 1.41% (FY18: 1.25%). A performance fee (15% of outperformance) may also be earned if
HBMN’s year-end NAV per share (before accounting for any performance fee) is more than 5%
above the high-water mark (the year-end NAV at which a performance fee was last paid). At endFY19, the CHF194.36 (pre-performance fee) NAV per share was 20.0% higher than CHF161.87 at
end-FY18, which was the previous high-water mark. Therefore CHF194.36 becomes the new highwater mark, and a performance fee of CHF31.9m (FY18: CHF15.9m) is payable for the year.

Dividend policy and record
Since 2013, HBMN has followed a high distribution policy, in recognition of the desirability to
shareholders of investment income in an era of historically low interest rates. Under the policy,
c 3–5% of NAV is returned to investors each year through cash distributions, which may be
supplemented by share buybacks up to a combined total of c 8% of NAV. Before FY18, the cash
distribution was paid out of capital reserves, usually in June or July. In respect of FY18, the
CHF7.00 distribution was split, with CHF5.50 coming from capital reserves (paid in June) and
CHF1.50 as a nominal value repayment (paid in September). For FY19, the whole CHF7.50
distribution (a 7.1% increase on the prior year) will be in the form of a withholding tax-exempt par
value repayment in September. This is a more tax-efficient way for HBMN to fund the distribution
than transferring part of the nominal value into reserves. Total distributions have grown at a
compound annual rate of 16.5% over the past five financial years, and the FY19 distribution of
CHF7.50 represents a yield of 3.9% on the current share price.

Peer group comparison
In Exhibit 10 we present HBMN alongside the members of the Association of Investment
Companies’ Biotechnology & Healthcare sector, fellow Switzerland-based fund BB Biotech, and
Woodford Patient Capital Trust (WPCT), which is classed as a UK All Companies fund but has
c 50% of its portfolio invested in healthcare companies, many of them unlisted and/or at a relatively
early stage of development. None of the funds is a direct comparator to HBMN, as the majority
invest only or mostly in listed companies (either specifically in the area of biotechnology or more
broadly across the healthcare sector), or, in the case of Syncona, mostly in unlisted companies.
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In Swiss franc terms, HBMN’s performance over 12 months ranks comfortably at the top of the
nine-strong peer group, 10.3pp ahead of the next-best performing fund and 17.0pp above the
average. This has been partly driven by a number of successful IPOs from HBMN’s private
portfolio, as well as the significant revaluation of the stake in Shanghai Cathay R&D. Over three,
five and 10 years, HBMN ranks second of eight, first of seven, and second of five, respectively. In
spite of this strong performance record, HBMN’s discount to NAV is wider than the majority of the
peer group. (While broadly in line with the average including the troubled WPCT, HBMN’s discount
is significantly wider than the 0.5% peer group average excluding WPCT.) Ongoing charges are
towards the high end for the group, reflecting the greater complexity of managing a portfolio that
includes a significant portion of unlisted companies, and in common with more than half the peers,
HBMN may earn a performance fee. (Note, however, that all performance figures are net of fees.)
The fund is currently 0.6% geared versus average gearing for the peer group of 6%.
Although biotechnology and healthcare (particularly early-stage companies) is not a high-yielding
area of the market, some funds choose to reward investors with a partial return of capital, to smooth
out total returns. HBMN is one of four funds in the peer group to follow such a strategy, and its 3.9%
dividend yield is the third-highest in the peer group. (Polar Capital Global Healthcare and Worldwide
Healthcare Trust pay a ‘natural’ yield, while Syncona has recently reviewed its dividend policy and
does not intend to pay dividends in the future.)
Exhibit 10: Selected peer group as at 5 August 2019, in CHF terms*
% unless stated
HBM Healthcare Investments AG
BB Biotech AG
BB Healthcare
Biotech Growth Trust
International Biotechnology Trust
Polar Capital Global Healthcare
Syncona
Woodford Patient Capital Trust
Worldwide Healthcare Trust
Sector average (9 funds)
HBMN rank in peer group

Market
cap £m
1,335.7
3,382.2
644.9
423.9
285.8
318.1
1,852.9
458.1
1,709.5
1,156.8
4

NAV TR
1 year
15.5
(1.3)
(3.0)
(7.3)
(4.4)
1.6
5.2
(15.7)
(4.2)
(1.5)
1

NAV TR
3 year
53.7
19.0

NAV TR
5 year
105.7
94.3

NAV TR
10 year
316.9
438.9

7.6
15.9
15.1
73.2
(17.4)
21.3
23.6
2

31.1
66.0
38.0
69.7

316.5
244.1

68.0
67.5
1

263.0
315.9
2

Ongoing
charge
1.41
1.25
1.21
1.05
1.36
1.15
1.83
0.17
0.90
1.15
2

Perf. Discount
fee (cum-fair)
Yes
(5.2)
No
5.9
No
3.7
Yes
(8.2)
Yes
(1.6)
Yes
(7.9)
No
10.3
Yes
(47.9)
Yes
(0.7)
(5.7)
6

Net
gearing
101
111
110
106
100
104
100
117
102
106
7

Dividend
yield
3.9
4.6
3.5
0.0
4.4
0.9
0.9
0.3
1.0
2.2
3

Source: Morningstar, Edison Investment Research. Note: *Performance to 1 August 2019. TR=total return. Net gearing is total assets
less cash and equivalents as a percentage of net assets (100 = ungeared).

The board
There are six directors on HBMN’s non-executive board, all independent of the manager. The
chairman, Hans Peter Hasler, was appointed to the board in 2009, while the vice-chairman,
Professor Heinz Riesenhuber, has served as a director since the fund’s launch in 2001. The other
directors and their years of appointment are Dr Rudolf Lanz (2003), Robert A Ingram (2006), Dr
Eduard E Holdener (2008) and Mario G Giuliani (2012). The majority of the directors have
professional backgrounds as pharmaceutical and biotechnology company executives, while
Professor Riesenhuber is a retired German MP and Dr Lanz is a lawyer and corporate financier.
The directors have specific areas of responsibility regarding the monitoring of HBMN’s portfolio and
the wider market backdrop. Messrs Hasler and Ingram cover sector and marketing strategies and
regulatory (FDA) approval; Dr Holdener monitors research and development; Professor
Riesenhuber and Mr Giuliani assess management, production and audit; Dr Lanz also covers audit,
as well as finance and M&A transactions.
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General disclaimer and copyright
This report has been commissioned by HBM Healthcare Investments and prepared and issued by Edison, in consideration of a fee payable by HBM Healthcare Investments. Edison Investment Research standard fees are
£49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for
the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.
Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.
Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.
No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.
Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.
Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (“FTSE”) © FTSE 2019. “FTSE®” is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.

Australia
Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

New Zealand
The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

United Kingdom
This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.
This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.
This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

United States
The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a
bona fide publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison
does not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security,
or that any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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