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With the recent sharp decline in global equity markets and Biotech companies, resulting in a — 11% decline for the NBI and a stunning —17% for the XBI,
many of the sector’s breadth and sentiment indicators have approached the oversold readings achieved in February. Whether we are near the end of the
selling or merely in the eye of the storm, is unknown.

Our indicators are determined by algorithms tracking the daily behavior of the largest 250 US listed Biotech companies by market capitalization plus ETFs,
for the past +15 years. These indicators are predictive only insofar as they provide benchmarks to measure previous historic thresholds of bullish and

bearish
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BREADTH INDICATORS:

Percent within 5% of their 52 week high

Percent within 5% of their 52 week low

Percent Above their 200 DMA

Percent Above their 50 DMA

Percent of Nasdaq Biotech Index companies (NBI) above their 200-DMA
Percent of Canadian Biotech stocks trading above their 200 DMA

SENTIMENT INDICATORS:

Ratio of Assets in Leveraged Long ETFs to Leveraged Short ETFs (1-year)
Ratio of Assets in Leveraged Long ETFs to Leveraged Short ETFs (5-years)
30-day Call Option Implied Volatility (1-year) -> IBB / XBI / SPY

. 30-day Call Option Implied Volatility (5-years) -> IBB / XBI / SPY
. 21-trading day moving average Put-to-Call Option ratio (IBB / XBI / SPY)

VALUATION INDICATORS:

Percent of companies trading Below 1x Cash value and 2x Cash value
Relative Price-to-Earnings Ratio of the S&P Biotech Index to the S&P 500 Index (1992-2018)

Blomberg Data, Concept: Next Edge Capital Corp.

Compiled by @NextEdgeCapital @EdenRahim



ONLY 1% OF THE TOP 250 BIOTECH COMPANIES ARE WITHIN 5% OF A 52-WEEK HIGH. THIS IS THE LOWEST
READING SINCE MARCH 2016. NO HIDING PLACE IN THIS SECTOR DURING THIS CORRECTION.

Percentage of US Biotech stocks within 5% of their 52 week high
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THE COROLLARY TO CHART #1 BEING THAT 25% OF BIOTECH STOCKS ARE WITHIN 5% OF A 52-WEEK LOW, THE
HIGHEST READING IN 2-YEARS, JUST PRIOR TO THE 2016 ELECTION.

Percentage of US Biotech stocks within 5% of their 52 week low
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PERCENT OF COMPANIES TRADING ABOVE THEIR 200-DMA TUMBLED TO 26%, NEAR 2-YEAR LOW.

IT HAS BEEN MAKING LOWER HIGHS THROUGHOUT 2018 SINCE PEAKING AT 65% IN JANUARY SUGGESTING FEWER
AND FEWER COMPANIES IN A BULLISH TREND AS THE YEAR PROGRESSED.

Percentage of US Biotech stocks above their 200 day moving average
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PERCENT OF BIOTECH COMPANIES TRADING ABOVE THEIR 50-DMA TUMBLED TO 20%, NEAR 2-YEAR LOW. THIS
INDICATOR ACTUALLY PEAKED A YEAR AGO.

Percentage of US Biotech stocks above their 50 day moving average
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PERCENT OF THE 191 COMPANIES IN THE NBI TRADING ABOVE THEIR 200-DMA HAS DECLINED FROM 60% TO 28% IN
5 WEEKS.

NASDAQ BIOTECH INDEX 2016-2018
PERCENT OF BIOTECH STOCKS ABOVE 200-DAY MOVING AVERAGE
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Source: Bloomberg Data; Concept: Next Edge Capital Corp. as of October 11th, 2018
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WHILE THE MAJORITY OF CANADIAN HEALTHCARE COMPANIES HAVE DECLINED SHARPLY, POT-MANIA,
MASQUERADING AS “HEALTHCARE” COMPANIES, DRIVE INDEX UP VERTICALLY. +60% OF THE INDEX IS WEIGHTED
IN THESE BEACONS OF INNOVATION, WHOM CURIOUSLY PARTNER NOT WITH DRUG DISCOVERY COMPANES, BUT
WITH BEER AND TOBACCO COMPANIES

Percentage of CN Biotech stocks above their 200 day moving average
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RATIO OF ASSETS IN LEVERAGED LONG BIOTECH ETFs TO ASSETS IN LEVERAGED SHORT BIOTECH ETFs IS 8:1,
DOWN 27% FROM 11:1 A MONTH AGO. ROOM FOR SENTIMENT TO BECOME MORE BEARISH BELOW 6:1

LEVERAGED ETF ASSETS & RATIO 1-YR
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RATIO OF ASSETS IN LEVERAGED LONG BIOTECH ETFs TO ASSETS IN LEVERAGED SHORT BIOTECH ETFs (2013-
2018). AT SIGNIFICANT LOWS, THIS RATIO DECLINES BELOW 4:1

Levered ETF Assets
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IN RESPONSE TO FALLING PRICES, WIDER BID-ASK SPREADS, DECREASED LIQUIDITY, 30-DAY IMPLIED VOLATILITY
OF IBB & XBI CALL OPTIONS HAVE SURGED FROM 15% -> 27%, & 17% -> 35% RESPECTIVELY

30 Day Call Implied Vol
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DURING BEARISH PERIODS, 30-DAY IMPLIED VOLATILITY TYPICALLY MOVES INTO THE 40%- 50% RANGE

30 Day Call Implied Vol
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SENTIMENT HAS MANIFEST BEARISHLY IN THE XBI AS THE RATIO OF TRADING VOLUME IN PUTS VS CALLS
ECLIPSES 3-TO-1 OVER A 21-DAY PERIOD. THE SAVAGE -17% DECLINE HAS CONTRIBUTED TO THIS NEGATIVE
SENTIMENT.

Rolling 21 day Put / Call Ratio
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% OF BIOTECHS TRADING BELOW CASH IS 3% vs 9% 2-YEARS AGO. DATA FROM SEPTEMBER QUARTER IS NOT IN

YET, WHICH WHEN COMBINED WITH PRICE DECLINE WILL IMPROVE THIS READING.

US Biotech Stocks with High Cash Multiples
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RATIO OF THE PRICE-TO-EARNINGS (PE) OF THE S&P BIOTECH INDEX to THE S&P 500 PE. RELATIVE MULTIPLES OF
LARGE-CAP PROFITABLE BIOTECH REMAIN MIRED AMONG THE LOWEST READINGS IN 25 YEARS.

RELATIVE PRICE-EARNINGS RATIO: S&P BIOTECH P-E to S&P P-E
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The information provided herein is for information purposes only and does not constitute a solicitation, public offering, advice or
recommendations to buy or sell interests in the Fund, the Portfolio, Units or any other Next Edge Products. Please refer to the Fund’s
prospectus for more information on the Fund as any information in this Report is qualified in its entirety by the disclosure therein.

Opinions expressed are those of the author as of the date of their publication, are subject to change and may not reflect the opinion of all
members of the Company. Some statements contained in this material concerning goals, strategies, outlook or other non-historical matters
may be “forward-looking statements” and are based on current indicators and expectations at the date of their publication. We undertake no
obligation to update or revise them. Forward-looking statements are subject to risks and uncertainties that may cause actual results to differ
materially from those implied in the statements.
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