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In our opinion, the two most interesting sectors of the market are healthcare and technology. The
technology sector has matured over the years and is dominated by very large monopolistic
companies, just the opposite is true for healthcare. The innovation is largely with the smaller
companies, the large drug companies need the small companies for their eventual pipelines of
new drugs via acquisition. There are around 800 emerging healthcare companies, far larger than
any other sector. This creates opportunity in information flow for astute investors.
Investing in emerging healthcare stocks is high-risk and can have high volatility as many stocks
in this sector are small cap and have low stock prices. Drug development is a high-risk endeavor.
The drug either works or it does not. When stocks in this sector have positive news, they tend to
have very exaggerated moves to the upside. As an example, Axsome (AXSM), a company we
know well went from a low of a $1.00 to over $100 in less than a year in 2018/2019. There are
also other examples of numerous biotechnology companies that also fail their trials causing their
stocks to torpedo down.
We try to focus on companies that have multiple drugs or devices in their pipeline, so if a drug
does not work the stock may fall to it cash value on the balance sheet, but there still may be
significant value. We believe the balance sheet is important part of our investment selection
process and look for companies trading as close to cash as possible. We like companies that are
fully financed through critical data or approval. We are willing to take more risk if a stock has
massive upside in front of phase 3 data and the data looks compelling in earlier trials.
A couple of examples of stocks we find attractive are VNDA and VBLT. VNDA is generating
about $248 million in revenues with 2 drugs and growing with 8 other indications either in phase
3 or waiting for FDA approval. The stock has a $900 million market cap, $370 million in cash,
and the company is profitable. The other example, VBLT is much more speculative, has $125
million market cap, about $50 million in cash, and could file for approval by the end of the year
on a very unique cancer drug. This cancer drug is a gene therapy, in which it tells the tumor to
die, grow new antigens and turns the tumor from cold to hot so chemo and also kill it. This stock
could be 10x higher or more in 12 months. We believe the risk/reward is compelling. We have
about 30 stocks in the portfolio that we believe have compelling upside.

Overview:
•

The portfolio is focused on emerging healthcare stocks primarily drug
development, biotechnology, medical devices, and digital monitoring. Major areas
of interest, cancer, orphan drugs, drug development using artificial intelligence,
and unique devices such as mobile monitoring.

•

Approximately 30 stocks to diversify individual stock risk.

•

Security selection criteria of 5x-10x upside potential over a 5-year or less time
horizon.

•

There are over 800 emerging healthcare stocks in total, making the universe
inefficient, allowing for superior returns through security selection.

•

Superior research as PVG tracks the pipeline progress of drugs being developed
through their proprietary database. Additionally, the companies’ reported cash
position on their balance sheet, cash burn, and market cap. This is a screen and
monitoring process of a large number of stocks, looking for well-funded
companies, that are undervalued, with late-stage clinical assets. PVG does indepth analysis on each company, with frequent communications with company
management.

•

We realize timing is everything and overweight the stocks with catalysts with the
greatest near-term potential and the least amount of risk. As a result, we have a
portfolio of stocks with big upside potential.

•

The manager has a superior track record and extensive history.

•

Average annual return of over 40%, up 45.8% in 2020, and up 1.4% for the first quarter.
The returns may be very uneven and non-correlated with the overall market.

Performance results are presented in U.S. dollars and are Net of any actual fees and reflect the reinvestment of dividends and capital gains. Actual fees may vary based on, among
other factors, account size and custodial relationship. The Composite Returns through 2019 are of a private fund managed by Patrick Adams and are net of management fees but
not net of performance fees. PVG does not manage any accounts with performance fees. The Composite included the returns from investment in private companies and public
companies, the Emerging Healthcare strategy will not invest in private companies, just public securities. *Annual returns are compounded over the specified period. No current or
prospective client should assume future performance of any specific investment strategy will be profitable or equal to past performance levels. All investment strategies have the
potential for profit or loss. Investors should consider this strategy as highly risky and invest accordingly. Changes in investment strategies, contributions or withdrawals may cause
the performance results of your portfolio to differ materially from the reported composite performance. Different types of investments involve varying degrees of risk, and there can
be no assurance that any specific investment will either be suitable or profitable for a client's investment portfolio. Historical performance results for market indices generally do not
reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the incurrence of which would have the effect of decreasing
historical performance results. Economic factors, market conditions, and investment strategies will affect the performance of any portfolio and there are no assurances that it will
match or outperform any particular benchmark or index. The model portfolio will have materially different volatility than the given index. Portfolios in the composite utilize inverse
index products. Inverse ETFs are considered risky. The use of inverse strategies by a fund increases the risk to the fund and magnifies gains or losses on the investment. You could
incur significant losses even if the long-term performance of the underlying index showed a gain or loss. Most inverse ETFs “reset” daily. Due to the effect of compounding, their
performance over longer periods of time can differ significantly from the performance of their underlying index or benchmark during the same period of time. Exchange traded funds
(ETFs) are offered by prospectus only. Investors should consider a fund’s investment objective, risks, charges, and expenses carefully before investing. The prospectus, which contains
this and other important information, is available from your Financial Advisor and should be read carefully before investing. The investment return and principal value of an investment
will fluctuate, so that an investor’s shares, when redeemed, may be worth more or less than their original cost. ETFs trade like stocks and may trade for less than their net asset value.
The S&P 500 Total Return Index is the total return version of the S&P 500 Index which includes the effects of reinvested dividends. The S&P 500 Index is a capitalization-weighted
index of 500 stocks designed to measure performance of the broad domestic economy through changes in the aggregate market value of 500 stocks representing all major industries.
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