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HTEC: Investing in Healthcare

Technology & Innovation

Healthcare’s digital revolution is changing
the landscape for patients and investors

Healthcare is at the very beginning of a dramatic, technology-driven revolution that is
transforming the industry as we know it. The convergence of robotics, machine intelligence,
and life sciences has enabled breakthrough advancements that touch every aspect of
healthcare. While the list of innovations is vast, it includes many applications that seemed like

science fiction just a few short years ago:
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At ROBO Gilobal, we anticipate that this technology
revolution will profoundly transform the healthcare
industry, creating immense disruption in which
current businesses will disappear, commoditization
will reduce margins, and new sectors will offer new

profit opportunities.

As robotics, automation, and Al (RAAI) continues to
advance at a rapid pace, winners will identify, invent,
and implement technologies that match the right
care at the right time, place and cost. As the focus of
profitability shifts away from traditional areas of the
value chain to the application of new technologies,
winners quickly reinvent the value they provide to

fit the new model. There will also be huge rewards
for rapid growth and consolidation due to the
economies of scale that are integral to technology

solutions.
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For investors, this shift will offer one of the most
important investment opportunities in the next
decade. This transition to technology-enabled
healthcare is still in the early stages, making now the
ideal time to invest. Already, the public companies
at the forefront of the healthcare revolution have
significantly outperformed global equities. A back
test of the ROBO Global Healthcare Technology

& Innovation Index (HTEC) shows annualized total
returns of over 23% and 18% in the three and

five years ending in 2018. Today, the combination

of exponential gains in performance capabilities
and rapidly declining cost curves is creating a key
inflection point. Across digital health, biotechnology,
and the medical device sector, the healthcare
industry is finally bringing medicine into the 21st
century thanks to RAAIl innovators — the companies

that are making that transition possible.
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Rebased 100 on May 31, 2016; Total return through May 31, 2021; periods greater than 1year have been annualized.

' Includes back-tested data prior to April 30, 2019.
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The ROBO Global Healthcare Technology &

Innovation Index provides global exposure to best-

in-class companies that are leading the global
healthcare technology revolution in key areas such
as diagnostics, robotics, genomics, precision and
regenerative medicineg, lab automation, instruments,
data analytics, and telehealth. This research-driven
index portfolio of over 80 companies is focused on
the technology and market leaders that are helping

transform healthcare along four main lines:

«  Shifting the model from caring for the sick
to preventing, predicting, and eradicating
disease, using advancements such as Al-
powered diagnostics and remote monitoring
through connected devices, and, perhaps most
importantly, by collapsing the cost of genome
analysis and opening the door to the detection

of diseases at very early stages.

«  Enhancing physicians’ accuracy and productivity
with a wide range of automation and robotics
technologies that promise to address the looming
shortage of physicians, while also reducing

human errors and improving patient outcomes.

- Improving the efficacy of therapies by enabling
the shift from a one size-fits-all approach to one

of custom therapies tailored to individual patients.
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« Lowering costs in one of the large economic
sectors that saw the least productivity gains in
the past decade and also remains one of the

least digitized.

Exponential growth

Most investors understand how critical innovation
has become to economic growth in all industries. But
what many fail to comprehend is that this innovation
is now accelerating at an exponential rate. As Ray
Kurzweil demonstrated, digital innovation increased
exponentially from 1890 to 2010. At ROBO Gilobal,
we are strong believers in the power of innovation

as a driver of investment returns, and we view

healthcare as the next major opportunity.

We define innovation as true technological
advancements, such as surgical robots, next
generation gene sequencing, personalized

cancer therapies, implantable lenses to treat
cataracts, painless glucose monitoring devices,

and regenerative nerve grafts. We look for long-
lasting and large-scale developments for increased
efficiency and effectiveness in healthcare —all with
patients at the center of the innovation. At the heart
of it all, we believe that artificial intelligence is set

to play a critical role in the coming years, especially
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in pre-surgical planning, radiology, clinical research,
genomic analysis, and data analysis of electronic
health records. With these innovations on the cusp
of widespread adoption, it's no wonder that the pace

of innovation and investments is accelerating:

« VC funding of US healthcare companies has
grown from $10B in 2011 to $30B in 2018,
with 32% of the funding going towards Digital
Health.2

+  Global venture financing of Al companies in
healthcare nearly doubled in 2018 from 2017, to
$2.3B3

«  Total public and private sector investment in
healthcare Al is expected to grow by more than
10x by 2021, reaching $6.6B.#

* According to IDC, healthcare data is projected
to accelerate even faster than sectors such as
manufacturing and financial services, delivering
a CAGR of 36% through 2025.

At ROBO Global, we were early to recognize that
the robotics, automation, and artificial intelligence
revolution was coming. In 2013, we created the
first equity index series to capitalize on this global
technological shift. The ROBO Global Robotics &
Automation Index series provides comprehensive,
transparent and diversified benchmarks representing
the value chain of robotics, automation, and
artificial intelligence. With the expertise of our
leadership team and strategic advisors from the
industry, we help investors capture the growth and
return opportunities presented by this megatrend
across industries, from healthcare to industrials

to consumer products. Our indices are used by

2 Source: HTEC Pitchbook, KPMG.
3 Source: HTEC Pitchbook.

4 Source: Accenture.

HTEC: Investing in Healthcare Technology & Innovation

a variety of investment vehicles listed on multiple
exchanges around the world. In researching the
universe of robotics and Al over the past six years,
we couldn’t help but recognize that the convergence
of robotics, Al, and life sciences is set to dramatically
transform the healthcare industry. To give investors
a vehicle to capture this investment opportunity, we

have created our newest portfolio index: HTEC.

HTEC - not your average healthcare
index

The ROBO Global Healthcare Technology &
Innovation Index (HTEC) combines the results of our
research efforts with the discipline and quantitative
aspects of index investing. The index leverages
ROBO Global’s deep technology expertise, industry
relationships, and extensive research to identify
best-in-class companies, both small and large, that
are leading the healthcare technology revolution

across nine major areas:

1. Robotics

2. Lab Automation

3. Diagnostics

4. Genomics

5. Regenerative Medicine

6. Medical Instruments

7. Data Analytics

8. Telehealth

9. Precision Medicine
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To choose the most relevant companies for inclusion
in the index, we evaluate companies in each of
these nine sectors for technology and market
leadership, as well as revenue and investment
exposure. Those with the highest “HTEC scores”
that also pass ROBO Global’s Environmental, Social,
and Governance (ESG) policy requirements are
selected as ROBO Global HTEC Index members.
We review suitable companies’ HTEC scores based
on ongoing research, engagement with company
management teams, and market developments, and
we reconstitute and rebalance the index to modified

equal weights on a quarterly basis.
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The resulting portfolio is significantly different from

typical healthcare funds, offering a high active share
rather than a broad equity index. In fact, the overlap
with world equity indices is less than 2%. The index
also has very limited exposure to the traditional
pharmaceutical industry, which we expect to be
significantly disrupted in the near future and typically
accounts for over 40% of global healthcare funds.
Instead, HTEC offers much higher exposure to
technology hardware and software providers, as well
as to biotechnology companies involved in genomics
and precision medicine. For investors who recognize
the coming impact of the healthcare revolution —and
who understand the potential for growth within their
own portfolios — HTEC may indeed be just what the
doctor ordered.
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Conclusion

Healthcare is undergoing a digital revolution, which will create enormous opportunities
for investors. Here’s an overview of the investment case for healthcare technology:

- Technological breakthroughs are starting to touch every aspect of healthcare.

*  Robotics and machine learning are changing how healthcare is done.

« Healthcare is currently one of the least digitized portions of the economy. As
the industry pivots, costs will lower dramatically and create additional growth

opportunities.

* VC funding in healthcare companies is growing exponentially. In 2011, it was
just over $10B. By 2018 that number had tripled, with 32% of the funding going
toward digital health.

«  The transition to technology-enabled healthcare is in its early stages, making this

the ideal time to invest.

To learn more about VettaFi Indexing click here

VettaFi 6


https://vettafi.com/issuer-services/indexing/

About VettaFi

VettaFi E55%

DEXE

VettaFi is a provider of indexing, data & analytics, industry leading conferences, and digital distribution services

to ETF issuers and fund managers. It operates the ETFdb, Advisor Perspectives, and ETF Trends websites and

the LOGICLY portfolio analytics platform —engaging millions of investors annually — empowering and educating

the modern financial advisor and institutional investor. VettaFi owns and administers the ROBO Global Index

Series. For more information, please visit: www.vettafi.com.

VettaFi LLC, is a wholly-owned subsidiary of TMX Group Limited (TMX Group). For more information about TMX

Group, please visit: www.tmx.com.
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VettaFi Disclaimer

This Document Is Impersonal and Not a Solicitation. ROBO
Global, LLC is awholly owned subsidiary of VettaFi LLC. VettaFi
LLC, collectively with its affiliates and subsidiaries, is referred to
herein as (“VettaFi"). This document does not constitute an offering
of any security, product, or service. All information provided by
VettaFiin this document isimpersonal and not customized to the

specific needs of any entity, person, or group of persons.

About the Index. The Robo Global Robotics and Automation
Index™ (the “Index”) seeks to track the combined performance

of abasket of global stocks that identify eleven (11) subsectors

of suitable product and technology maturity to the robotics

and automation theme. These subsectors carry high growth

and earnings potential and are regularly screened to identify
companies that are publicly traded, meet a minimum robotics
revenue threshold, are positioned as technology and growth
leaders, and satisfy our ESG Policy. The Index and its trademarked

name are the exclusive property of VettaFi.

No Advisory Relationship. VettaFiis not a fiduciary or an
investment advisor, and VettaFi makes no representation regarding
the advisability of investing in any investment fund or other vehicle.
This document should not be construed to provide advice of any

kind, including, but not limited to, investment, tax or legal.

You Must Make Your Own Investment Decision. It is not
possible to invest directly in anindex. Exposure to an asset

class represented by anindex is available through investable
instruments based on that index. You should not make a decision
toinvestinany investment fund or other vehicle based on the

statements set forth in this document. You should only make an

investment in an investment fund or other vehicle after carefully
evaluating the risks associated with such an investment in the
investment fund, as detailed in the offering memorandum or similar
document prepared by or on behalf of the issuer. This document
does not contain, and does not purport to contain, the level of
detail necessary to give sufficient basis to an investment decision.
VettaFi does not sponsor, endorse, sell, promote, or manage any
investment fund or other investment vehicle that is offered by third
parties and that seeks to provide an investment return based on

the performance of any index.

No Warranties; Limitation of Liability. While VettaFi believes
that the information contained in this document (collectively,
the “Content”) is reliable, VettaFi does not guarantee the
accuracy, completeness, timeliness, or availability of the
Contentin whole or in part. VettaFiis not responsible for

any errors or omissions, regardless of the cause, in the
Content which may change without notice. VettaFi makes no
warranties, express or implied, as to results to be obtained
from use of the Content, and VettaFi expressly disclaims all
warranties of suitability with respect thereto. VettaFi shall not
be liable for any claims or losses of any nature in connection
with the use of the Content, including but not limited to, lost
profits or punitive or consequential damages, even if VettaFi

has been advised of the possibility of same.

Research May Not Be Current. This document has been
prepared solely for informational purposes based on information
generally available to the public from sources believed to be
reliable. VettaFi does not assume any obligation to update the

Content following publication in any form or format.
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