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Taking opportunities after market correction

BB Biotech (BION) is a Switzerland-based investment company aiming to
generate long-term capital growth from innovative biotechnology
companies. BION has a concentrated investment portfolio of 20-35
holdings, built around a core of five to eight positions. At 30 September
there were six core holdings (two large and four mid-cap) making up 52.7%
of the portfolio. Reflecting the make-up of the biotech industry, the
majority of holdings (87%) are US-based, with the balance in European
stocks. The portfolio is diversified by clinical focus, with the largest
portion (38.9%) in oncology. Following the late-summer correction in
global markets, BION has been reinvesting its substantial cash balance in
promising companies at more favourable valuations.

Investment strategy: Profit from clinical innovation

BB Biotech aims to achieve annual average double-digit returns by investing in
fast-growing biotech companies focused on developing and marketing innovative
drugs and treatments to address unmet medical needs. The investment team at
Bellevue Asset Management works closely with the board of directors — which has
significant pharmaceutical industry experience — to identify potential holdings.
There is a focus on listed companies that are already profitable rather than those at
an earlier stage of development. Multi-stage due diligence is undertaken, with the
team analysing financials, the competitive landscape, research pipelines and
customer perceptions.

Performance: Outperforming in up and down phases

After a stellar run for biotech stocks over the four years to August, the sector sold
off amid late-summer market volatility. BION has outperformed the benchmark
Nasdaq Biotech index both in the bull market (share price TR +504% vs benchmark
+460% over four years to 5 August 2015) and in the sell-off (-17.7% vs

-21.5% for the benchmark over two months to 5 October 2015). Positive
performance has been driven by stock selection, and also by M&A activity: in Q215
takeover bids for two portfolio stocks generated CHF389m in cash for BION.

Valuation: Discount close to average despite volatility

At 23 October, BION’s shares stood at a 19.0% discount to cum-income NAV. While
this is broadly in line with longer-term averages, 2015 has seen major moves in the
discount, with a five-year low of 6.4% seen in March before widening to 24.7% in
June. BION tends to trade on a wider discount than UK- or US-listed peers,
although the strong long-term record along with capital distributions and share
buybacks should provide some support if declines in biotech stocks continue.

12 months Total share Total NAV Total return Total return  Total return DS
ending price return return NASBIOT Index MSCIWorld  World Pharma

(%) (%) (%) HealthCare (%) & Biotech (%)
30/09/12 756 782 59.0 312 308
30/09/13 40.2 522 421 220 224
30/09/14 524 386 383 326 339
30/09/15 445 27.0 13.7 55 33

Source: Thomson Datastream
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NAV* CHF329.6
Discount to NAV 19.0%
Yield* 4.3%
*Including income. At 23 October 2015.
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Share details
Code BION
Listing Zurich, Frankfurt, Milan

Shares in issue 11.85m

Business description

BB Biotech (BION) is a Switzerland-domiciled
investment company, targeting long-term capital
growth from biotechnology companies that are
developing and marketing innovative drugs. At least
90% of the portfolio is in listed companies, primarily
large- and mid-cap names that are already profitable.
It is benchmarked against the NASDAQ Biotech
index.
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EDISON

Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is
authorised and regulated by the Financial Conduct Authority ( ). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison.
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244].

DISCLAIMER

Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been prepared and issued by Edison for publication globally. 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. Opinions contained in this report represent those of the research department of
Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This research is issued in Australia by Edison Aus
and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States by Edison US to major US institutional
investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US 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. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our
readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner whatsoever
as, personalised advice. Also, our website and 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 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. This document is provided 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. Edison has a restrictive policy relating to personal dealing. 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. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and
sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future
performance. 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. 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 (ie 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. To the maximum extent
permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information
contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited ("FTSE") (c) FTSE [2015]. "FTSE(r)" 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 vestin 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.
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