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Kieger – Thoughts from the Street 

Leerink Conference 2016 
Zurich, February 19, 2016 

The Leerink Partners Global Healthcare 
Conference offers an opportunity to 
reflect on companies’ annual results 
and new targets provided for the new 
year, as most of the companies have 
just released Q4 results by the start of 
the conference. Next to company 
specific issues, the correction of 
biotech shares, macro concerns and 
drug pricing fears belonged to the key 
topics at this year’s conference. As a 
reminder, Biotech stocks have lost 
almost -40% in value since the peak 
on July 20, after a surge of more than 
+280% from the beginning of 2012 
until  

We attended the 5th annual Leerink Partners Global 
Healthcare Conference 2016 from February 10 to 11 in 
New York. 
Next to getting updates on many companies we tried to 
shed lights on the recent hefty correction of Biotech 
shares. Overall we left the conference with the view that 
the pull-back will offer great investment opportunities, 
however that it probably will take some time for 
unfolding. Timing will be key. 
 

Since its peak at the end of July 2015, the Nasdaq Biotech 
Index has lost almost -40%. Are new investment 
opportunities opening up, or is this the beginning of a 
longer lasting correction? 
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until the end of July 2015. The main question is if this was just a bubble that has 
been built up over the last four years or whether we have entered a 
consolidation period which in the end will distinguish quality from the rest. 
However, we note that nothing has changed with healthcare’s fundamental 
long-term drivers. Furthermore, many of the Biotech companies are much 
more mature and look very different from four years ago. A lot of Biotech’s 
performance was driven by strong top line sales and EPS growth of the larger 
names – e.g. sales of Celgene have increased from USD 5.5 bn in 2012 to 9.3 bn 
in 2015. 
 
Biotech’s performance corrections – are we at the bottom yet? 

- Biotech companies:  The tone of many Biotech executives at the 
conference was similar: The correction as such was not totally surprising. 
However they also share the view that the market has not been really 
distinguishing between quality names, strong fundamentals and more 
hyped stocks. It has been a broad, undifferentiated escape out of 
Biotech – profit taking, sector rotation, uncertainties of an election year, 
global equity corrections, etc. Many executives feel that their company 
shares are undervalued considering their pipeline progress. Though we 
believe that their view is not totally unjustified, we would caution that 
these executives have also been spoilt by strong share price gains over 
many years 

- Big pharma companies:  Most big pharma companies welcome 
Biotech’s share price correction as they continuously try to strengthen 
their own pipelines by acquisitions or collaborations. However, big 
pharma argues that it will need a prolonged phase of lower share prices 
before valuation expectations of Biotech companies will start to come 
down. Should share prices continue to remain depressed, we expect a 
pick-up of M&A activity at latest in H2 2016.  

- Other stakeholders (physicians, politicians, patients, etc.): The drug 
industry has long been seen as the main driver of surging healthcare 
costs (even though branded drugs only account for roughly 7% of total 
healthcare expenditures). For these stakeholders the recent correction is 
a sign that drug pricing will be under continuous pressure. Arguments 
against price controls are the principles of free markets, which made the 
US what it is today, and the general indecisive political situation in the 
US. However, one thing which has clearly changed is the transparency of 
drug pricing. With ever increasing self-pay rates, patients will continue to 
scrutinize drug prices. Drug companies need to find a sensitive and 
rational approach, when setting their prices, such as outcomes based 
payments, etc. 

 
Bottom line 
We think that Biotech investors, although hit hard during the last few months, 
should stay calm. Healthcare fundamentals remain fully intact given that 
innovations in the sector have advanced a lot and offer great potential for value 
creation, for both investors and the healthcare systems. We see the current 
correction as a healthy consolidation phase, which will also help to shift the 
focus towards quality names. Even though the correction might continue for a 
while, we believe that some great investment opportunities are opening up. 
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This document has been issued through Kieger AG and is for 
distribution only under such circumstances as may be permitted 
by applicable law. This document is for information purposes only 
and does not constitute an offer. Past performance is not a 
reliable indicator of future results. The details and opinions 
contained in this document are provided by Kieger without any 
guarantee or warranty and are for the recipient’s personal use 
only. All information and opinions contained in this document are 
subject to change without notice. This document may contain 
statements that constitute “forward looking statements”. While 
these forward-looking statements represent our judgments and 
future expectations concerning the development of our business, 
a number of risks, uncertainties and other important factors could 
cause actual developments and results to differ materially from 
our expectations. Data source: Bloomberg 
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