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Index Construction 
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Industry Overview 

Ç Healthcare is expected to grow to $4 trillion and 20% of GDP by 2020 

Ç Big Pharma Pipelines Refilled Through M&A not R&D 

Ç Pharmaceutical company research emphasizes extending patents, not new 
innovations 

Ç The biotech and molecular diagnostic industries are creating the innovations 
that can impact disease 

Ç The patented drugs become generics 

Ç Big Pharma has begun to acquire biotechs to replenish revenues 
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Market Overview 

Ç Trial outcomes drive virtually all key capital market events in biotech 

Á Partnering/licensing 

Á M & A 

Á Add-on financing 

Ç Existing indexes do not adequately capture this 

Á Market cap weighting creates established-company bias 
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Index Rationalization 

Ç Currently there are more products in Phase II or III clinical trials with the Food 

and Drug Administration (ñFDAò) than at any other time in history 

Ç Therapies that are successful often represent significant progress against a 

particular disease and are therefore potentially quite valuable 

Ç Most of these trials are NOT being conducted by ñBig Pharmaò 

Ç Heretofore, there has been no financial product that captures this extraordinary 

level of activity and innovation 
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Index Description 

Ç 81 public companies with therapies in Phase II or III clinical trials 

Á Market capitalization greater than $200 million 

Á Market capitalization under $5 billion 

Á Adequate cash to guard against dilution before trial completion 

ÁCash to cover 24 months of burn rate 

Á Potential for significant price moves upon announcements 

Ç Reconstituted semiannually 

Ç Rebalanced quarterly 
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Universe 

Ç Universe of small-cap and mid-cap firms is being regularly rejuvenated 

Á 89 public companies with products in trial 

Á 39 biotech IPOs in 2013 alone 

Á Big Pharma only performs 1/3 of clinical trials 
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Index Constituents and Performance 
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Historical Performance 

Source: Bloomberg, as of 6/30/2018 *To ensure fair comparisons, all of the starting index values are normalized to 1,000 as of December 31, 2006.  
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Top Ten Constituents 
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Company Ticker Country Weight 

FibroGen Inc FGEN UQ United States 3.48% 

Loxo Oncology Inc LOXO UQ United States 3.47% 

United Therapeutics Corp UTHR UQ United States 3.28% 

Agios Pharmaceuticals Inc AGIO UQ United States 3.23% 

Galapagos N.V. ADS GLPG UQ Belgium 3.11% 

Taro Pharmaceutical Industries TARO UN Israel 3.09% 

Ligand Pharmaceutical Inc B LGND UQ United States 2.94% 

Hutchison China MediTech Ltd ADR HCM UQ Hong Kong 2.66% 

Madrigal Pharmaceuticals  Inc MDGL UQ United States 2.65% 

Immunomedics Inc IMMU UQ United States 2.63% 

Source: Bloomberg, as of 6/30/2018 



© 2018 S-Network Global Indexes, 267 Fifth Avenue, New York, NY 10016.  

 Number of Constituents 111 

Total Market Capitalization 152.96 Billion USD 

Largest Market Capitalization 5.23 Billion USD 

Smallest Market Capitalization 62.30 Million USD 

Average Market Capitalization 1.38 Billion USD 

Median Market Capitalization 805.79 Million USD 

Market Capitalization Profile 
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Market Capitalization Profile 

Source: Bloomberg, as of 6/30/2018 
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Therapeutic Areas Distribution 
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Source: Bloomberg, as of 6/30/2018 
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Sector Distribution 
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Source: Bloomberg, as of 6/30/2018 
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Construction Methodology 

Ç Unique component weighting methodology that incorporates: 

Á Economic potential of therapy in relation to company size based on independent consensus estimates  

Á Status of trial ï likelihood of success 

Á Basic screens for investability and liquidity 

Ç Gains from successes should drive profitability in entire index 
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Statistical Profiles 
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10 Year 24.62% 16.18% 13.10% 13.17% 10.28% 

5 Year 24.19% 14.16% 14.22% 14.27% 13.66% 

3 Year 2.55% -3.26% -1.69% 6.02% 12.03% 

1 Year 36.96% 6.91% 20.14% 8.47% 14.95% 
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10 Year 803.56% 347.93% 242.49% 244.74% 166.00% 

5 Year 195.45% 93.89% 94.42% 94.80% 89.72% 

3 Year 7.86% -9.45% -4.98% 19.17% 40.61% 

1 Year 36.96% 6.91% 20.14% 8.47% 14.95% 

Statistical Profile I 
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Total Return Appreciation 

Compound Annual Growth Rate 

Source: Bloomberg, as of 6/30/2018 
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Statistical Profile II 
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10 Year 0.9321 0.8002 0.6358 0.9467 0.7268 

5 Year 0.8414 0.6841 0.6524 1.1312 1.3028 

3 Year 0.2235 -0.0546 0.0400 0.4553 1.0919 

1 Year 1.7288 0.4465 1.0608 0.7337 1.4675 
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10 Year 27.63% 21.31% 23.25% 13.81% 14.53% 

5 Year 31.43% 22.57% 24.46% 12.09% 9.90% 

3 Year 32.27% 23.27% 25.96% 13.13% 10.25% 

1 Year 18.47% 13.72% 17.34% 9.75% 8.81% 

Annualized Monthly Standard Deviation 

Sharpe Ratio 

Source: Bloomberg as of 6/30/2018 
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Statistical Profile III 
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PMBITR XNBI DZOTR SNHLTHT 

10 Year 0.5681 0.6238 0.6616 0.8107 

5 Year 0.4995 0.5869 0.5546 0.7961 

3 Year 0.6551 0.7161 0.7128 0.8481 

1 Year 0.5439 0.5779 0.5084 0.8762 

Correlation (Monthly, vs. SN500T) 

Source: Bloomberg as of 6/30/2018 

PMBITR XNBI DZOTR SNHLTHT 

10 Year 1.0803 0.9149 1.0586 0.7702 

5 Year 1.5852 1.3375 1.3699 0.9723 

3 Year 2.0630 1.6264 1.8057 1.0863 

1 Year 1.1400 0.9001 1.0011 0.9695 

Beta (Monthly, vs. SN500T) 

PMBITR XNBI DZOTR SNHLTHT 

10 Year 0.3228 0.3891 0.4378 0.6572 

5 Year 0.2495 0.3444 0.3076 0.6338 

3 Year 0.4291 0.5128 0.5080 0.7192 

1 Year 0.2958 0.3340 0.2585 0.7677 

R-Squared (Monthly, vs. SN500T) 
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Portfolio Details & Distribution 

Ç Price and Total Return Indexes Calculated Daily (EOD) in USD 

Ç Index Values Distributed via the NYSE GIF 

Ç Comprehensive Historic Data (including simulated back-tests from 12/31/2006) 

Á Daily Prices for Price-Only + TR Indexes in USD + EURO 

Á Semiannual Portfolio Snapshots (Historic Constituents and Weights) 

Ç Extensive Analytic support 

Á Quarterly Reports (ñIndex Insightsò) 

Á Industry Overviews 

Á Extensive Statistical Data 

Ç Comprehensive web site 

Ç Broad data distribution via third party vendors 

Á Bloomberg, Yahoo, Marketwatch, etc. 

Á S-Network contribution page on Bloomberg: SNET 

Complete data availability and index transparency facilitate more effective 

benchmarking and investment analytics. 
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