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Fasten seatbelt for pre -election rollercoaster
In September 2020 the MSCI World Healthcare
Net Return (NR) Index returned -1.4%. The MSCI
World NR Index decreased by -3.5%. Healthcare
extended its outperformance over global equities
to 4.6% year-to-date.
Over the month, global equities traded choppy.
Besides COVID-19 newsflow, the approaching US
elections brought some additional volatility to
markets. The Healthcare sector, being one of the
most politically sensitive sectors, with lot of
debates around drug pricing and the Affordable
Care Act (ACA), is not new to such trading
behaviour before of US elections (see “In the
spotlight” on next page).

All MSCI sectors were negative, with Utilities (0.5%) on top and Energy (-13.8%) at the
bottom. Healthcare ranked in the middle. IT
(largest index weight), had the biggest negative
contribution to global equities.
Within Healthcare, HC Technology (1.5%)
extended its positive returns streak to now 7
months. The weakest subsectors were Biotech,
pulled down by large caps Abbvie (investigation
on pricing practices), Gilead and Vertex (both
no specific news), and Providers & Services
(both -2.0%), where stocks fell after the death
of Justice Ginsburg (see next page).
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In the spotlight
Politics I: The passing of Democratic Supreme Court Justice Ruth Bader
Ginsburg, a supporter of the ACA, has added new uncertainty regarding the future
of the ACA. The shift in the court’s composition provides a tailwind to the latest
lawsuit (hearing on November 10) that seeks to eliminate the ACA. The lawsuit
contends that the statute is unconstitutional because a 2017 change in federal tax
law eliminated tax penalties for Americans who violate a requirement in the law
that people carry health coverage (individual mandate). The suit contends that if
that part of the ACA is unconstitutional, so is the rest. If the court agrees the
individual mandate would be considered unconstitutional, then the next key
question is whether the rest of the ACA is severable or must fall. A verdict is
expected in H1 2021.
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Politics II: The first US presidential debate took place on September 29 and
Healthcare was only vaguely featured as one of the defined topics, but got airtime
via the Supreme Court (see above) and COVID-19 agenda items. During the
debate, no new topics were touched by the two opponents and on the subsequent
day Healthcare was the best performing MSCI sector.
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Vaccines: On September 8, a group of 9 vaccine developers announced a joint
pledge to uphold scientific and ethical standards and not put forward a vaccine
until it had passed 3 phases of clinical testing. This came amid global debates
about the safety of vaccines and was seen as an effort to restore public trust. Only
one day later, AstraZeneca together with Oxford University has stopped its clinical
phase 3 COVID-19 vaccine trials due to an unexplained illness in one of the
participants. On September 12, AstraZeneca has resumed the clinical trials, after
independent committees and country regulators evaluated the case and
determined that it would be safe for testing to begin again.
M&A: Gilead has announced its intention to buy Immunomedics (best known for
its breast cancer drug) for USD 21bn, which is the third blockbuster oncologyfocused deal for the firm in three years. Further, Illumina wants to acquire cancer
screening startup Grail for USD 8bn, which was originally founded by Illumina in
2016 and subsequently spun off.
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Chart of the Month
YTD performance of HC Technology vs IT subsectors (in USD, as of 30.09.2020)
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Healthcare Technology stocks that capitalise on increased demand for digital
Healthcare services, outperformed all IT subsectors year-to-date. They combine
on one hand elevated growth characteristics of IT stocks, with typical defensive
qualities of the Healthcare sector. 3 year annualised volatility for HC Technology
was 5% lower than IT sub-sector Hardware, Storage & Peripherals and 1% lower
as Software & Services.
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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”. A number of risks,
uncertainties and other important factors could cause actual
developments and results to differ materially from our expectations.
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