
 

Every winter has its spring

During the month of September, the higher-
than- anticipated US Consumer Price Index print 
dominated the narrative. A global flurry of central 
banks followed in the FED’s footsteps and hiked 
rates, which in turn wiped out the early summer 
equity gains. The UK government’s economic 
plan only added to the chaos in markets. 
Healthcare stocks returned -3.9% in September, 
while global equities lost 9.3%. The sector’s year-
to-date outperformance now stands at 9.0%. 
 
Biotechnology was the best performing sub-sector over the 
month (-0.8%), boosted by Biogen and Eisai’s positive Phase III 
top-line data for the treatment of Alzheimer's disease released 
on 28 September (more on page 2), which had spillover effects 
on other companies in the Alzheimer’s space. Prior to that, large 
names such as Abbvie (no specific news) and Regeneron had 
supported the sector. The latter soared 19% on the day it 
announced that high-dose Eylea had met primary endpoints in 
two pivotal trials, thereby showing non-inferiority to the 

currently approved lower-dose version. On the M&A front, 
Novo Nordisk is paying USD 1.1bn for Forma Therapeutics, 
while the Merck&Co/Seagen deal remains stalled. Vaccine 
stocks took a dip, with Biden having declared the pandemic 
over in an aired interview. 
Pharma lost -1.8%, even though US firms benefitted from 
defensive rotations into the sector amid the broader market 
selloff. Eisai, Eli Lilly and Roche also gained significantly on the 
released Alzheimer’s data. 
Providers & Services shed 4.3%. In Managed Care (-3.5%), 
Humana stood out following a bullish investor day (the mid-
term growth outlook is better than expected), while Centene 
lagged the group after losing the MediCal contract. The 
prolongation of the Nebraska Medicaid contract later in the 
month was not able offset this prior negative market reaction. 
As regards UnitedHealth, a positive court ruling rejecting the 
DoJ’s request to halt the USD 12.8bn merger with Change 
Healthcare had no material impact on the stock price. Within 
Services (-4.1%), large caps Cigna and CVS (both having 
reaffirmed 2022 EPS guidance) figured among the top 
performers. CVS also entered into an agreement to purchase 
Signify Health for USD 8.0bn. 
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Healthcare sub-sector performance (continued): This acquisition will accelerate CVS’ 
value-based care initiatives through Signify’s platform. Later in the month, media 
reported that CVS and Humana were in takeover talks with value-based care provider 
Cano Health. The Distributors’ weakness (-7.1%) was broad-based. In a difficult macro 
environment, AmerisourceBergen’s acquisition of PharmaLex (USD 1.3bn) was not very 
well perceived. Hospital providers (-9.7%) continued to be pressured by known issues. 
Moreover, Ramsay dropped more than 20% after the announcement that discussions 
regarding a proposed acquisition by KKR have been terminated. 
Within Equipment & Supplies (-7.6%), orthopaedic names performed better than the 
rest of the sub-sector, thanks to positive commentaries on procedure volumes (stable) 
and resin prices (easing) during many September conferences. Hearing aids, dentals and 
vision all fell materially due to the more consumer discretionary nature of these 
businesses. And capex-dependent medtech names (Siemens Healthineers, Intuitive 
Surgical, etc) were weak (macro pressure). 
Life Sciences Tools & Services returned -8.0%. President Biden’s announcement that US 
biomanufacturing will be boosted to better compete with China was not sufficient to 
push the sub-sector up. Danaher was among the top performing names, having 
announced the separation of its Environmental & Applied Solutions division and 
upgraded its long-term growth profile during the investor day. This announcement 
marked the third separation during Q3, after Labcorp said it will split into a laboratory 
and a CRO business, and PerkinElmer divested its Food, Analytics and Enterprise 
business. Illumina was strong in relative terms, after indicating its intention to potentially 
divest its Grail business. With the exception of Charles River, CROs were all down 
significantly in September, after Syneos Health’s 8K filing guided to a weaker Q3 book-
to-bill (financing pressure for small biotech names). For Charles River, news emerged that 
there is a shortage in non-human primates (NHP) for preclinical studies, with the firm 
benefitting from this supply/demand imbalance. 
Healthcare Technology (-16.5%) stocks all lost ground, hurt by the central bank interest 
hikes (because of back-end loaded company valuations). 
 
Alzheimer’s disease 
Biogen and Eisai reported positive top-line data from their Phase III trial of Lecanemab 
(anti beta amyloid antibody) for the treatment of Alzheimer's disease. Results 
demonstrated a 27% slowdown in patients’ cognitive decline compared to placebo after 
18 months. The full trial data will be presented at a conference on 29 November. This 
announcement also pushed up other names in the Alzheimer's space (Eli Lilly, Roche, 
MorphoSys, ...). Roche's Phase III data for the gantenerumab trial is expected in Q4 2022, 
while an update on Eli Lilly's donanemab Phase III programme should be provided in H1 
2023. 
 
Chart of the Month: Odds* of a drug making it to the market after entering clinical trials 

 
Source: IQVIA, Kieger 

*Composite success rate (in %) = phase I x phase II x phase III x regulatory submission 

 
Between 2016 and 2021, the R&D expenses of the top 15 biopharma companies increased 
by almost 50%, to USD 133bn. The success rate of this R&D (i.e. the probability that a 
drug entering clinical trials will eventually make it to the market) has, however, not 
improved over the past decade. Quite the contrary in fact, with the rate now back below 
10% – also because of the pandemic. What still makes it very hard to develop new drugs, 
despite the numerous scientific and technological advances, is that these benefits are 
offset by increased complexity, higher safety standards and greater competition. From 
an investor perspective, it is thus key to identify those companies whose R&D is more 
efficient. Check out our video on this subject on: https://kieger.com/news/kieger-
healthcare-chart-of-the-month-12/ 
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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. Data source: Statestreet / Factset 
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