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Global Healthcare Strategy: New leadership delivers a
healthier portfolio
Next month marks the first anniversary since Steven Slaughter
became the Lead Portfolio Manager of Global Healthcare Strategy
(“the Strategy”). With his differentiated investment philosophy,
Slaughter set about trimming the portfolio’s excess weight to
create a more focused portfolio. This investment note reviews the
team’s new approach and highlights the resulting strong absolute
and relative returns enjoyed over the past 12 months.

Slaughter believed that the Strategy had to be an accurate reflection of the new team’s philosophy and
processes. Consequently, the portfolio was altered throughout May and June 2018.

Deep roots
The team’s differentiated investment philosophy is rooted in the same corporate business development
approach that underpins the M&A activities deployed by leading healthcare industry participants. It is a
mindset moulded by decades of corporate and investment experience.
In particular, the team focuses on companies that address unmet medical needs, pursue
underappreciated market opportunities, and demonstrate an ability to bend the healthcare cost curve.

Performance outpaces peers1
The Strategy has undoubtedly benefited from this new approach, rising by 13.4% in 9 months from June
2018 to March 2019. Over the same period, the benchmark (MSCI World Healthcare) was up by 9.6%
(Chart 1). As Slaughter notes, “With our tight focus on stock selection, this is an opportune time to invest
in the healthcare sector.”
………………………………………………………………………………………………………………………………………
1

Manulife Asset Management, as of 31 March 2019. Performance shown is the Global Healthcare Composite gross of fees. Past performance
is not indicative of future results. Portfolio holdings and characteristics are subject to change at any time, may differ for a specific account and
are not a recommendation or solicitation to buy/sell a security. The securities identified and described do not represent all of the securities
purchased sold or recommended for the portfolio. It should not be assumed that an investment in these securities or sectors was or will be
profitable. Composite inception date: June 2006.
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Chart 1: Strategy performance: 30 June 2018 to 31 March 2019 1
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Portfolio Review
Stock selection has been the primary driver of relative performance (Chart 2), particularly in the
biopharmaceutical and healthcare providers & services sub-sectors:
Chart 2: Key contributors and detractors, 30 June 2018 to 31 March 2019 1
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Starting with biopharmaceutical companies, the team has successfully navigated the recent
market volatility. This turmoil was driven by a combination of diverging fundamentals and the
pressures being faced by market participants exposed to the US drug-pricing debate. In
response, the team has been selective with its choice of higher-conviction names. Its focus
has been on companies with best-in-class product portfolios and growing pipelines that can
hold their formulary positions in an evolving US market. At the same time, the team has
avoided or reduced its exposure to companies that are vulnerable to therapeutic substitution,
exhibit weak emerging pipelines, or are reliant on excessive price increases to drive top-line
growth.
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Regarding stock selection in healthcare providers & services, the team has concentrated on a
select number of managed-care entities, which appear well positioned for continued growth –
particularly those linked to the US Medicare Advantage and Managed Medicaid markets.
Additionally, the team has targeted reasonably valued medical device and tools companies
that have exposure to relatively higher growth segments, such as robotics, interventional
stroke, mitral valve repair, mass spectrometry and continuous glucose monitoring.

Outlook
The healthcare sector has numerous investment opportunities offering attractive long-term return
profiles, and the Strategy is well positioned to take advantage of this.
As previously mentioned, we believe that the recent volatility in the biopharmaceuticals sector has been
induced by diverging fundamentals, as well as the recurring pressures exerted on market participants
affected by the US drug pricing debate. However, we believe that the discussion is changing direction,
with the specific changes to the Medicare drug programme warranting further research. We expect this
noise to continue as we approach the US 2020 presidential election cycle.
The fundamentals within the healthcare equipment & supplies sub-sector remain attractive. That said,
sustainable revenues and earnings are now more fully reflected in the risk-adjusted return profiles of
many stocks.
Within the healthcare providers & services industry, certain healthcare supply-chain companies, such as
pharmacy retailers and drug wholesalers, may see heightened pressures from the recent Medicare drugpricing proposals.
As we approach the later stages of a 4+ year capital-markets financing window, M&A activity in the
healthcare space appears to be accelerating. However, we expect this historic run of healthcare
IPOs/secondary offerings to wane in the coming months. We believe that the portfolio is well positioned
in this regard.

3

For distributors, professional/institutional investors
17 April 2019

Disclaimer
Manulife Asset Management is the asset management division of Manulife Financial. The information and/or analysis contained i n this material
have been compiled or arrived at from sources believed to be reliable but Manulife Asset Management does not make any representation as to
their accuracy, correctness, usefulness or completeness and does not accept liability for any loss arising from the use hereof or the information
and/or analysis contained herein. Neither Manulife Asset Management or its affiliates, nor any of their directors, officers or employees shall
assume any liability or responsibility for any direct or indirect loss or damage or any other consequence of any person actin g or not acting in
reliance on the information contained herein.
This material was prepared solely for educational and informational purposes and does not constitute a recommendation, profes sional advice,
an offer, solicitation or an invitation by or on behalf of Manulife Asset Management to any person to buy or sell any security. Nothing in this
material constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suit able or appropriate to
your individual circumstances, or otherwise constitutes a personal recommendation to you. The economic trend analysis expressed in this
material does not indicate any future investment performance result. This material was produced by and the opinions express ed are those of
Manulife Asset Management as of the date of this publication, and are subject to change based on market and other conditions. Past
performance is not an indication of future results. Investment involves risk, including the loss of principal. In considering any investment, if you
are in doubt on the action to be taken, you should consult professional advisers.
Proprietary Information – Please note that this material must not be wholly or partially reproduced, distributed, circulated, disseminated,
published or disclosed, in any form and for any purpose, to any third party without prior approval from Manulife Asset Management.
These materials have not been reviewed by, are not registered with any securities or other regulatory authority, and may, where appropriate, be
distributed by the following Manulife entities in their respective jurisdictions.
Indonesia: PT Manulife AsetManajmenIndonesia. Malaysia: Manulife Asset Management Services Berhad. Thailand: Manulife Asset
Management (Thailand) Company Limited. Singapore: Manulife Asset Management (Singapore) Pte. Ltd. (Company Registration Number:
200709952G). Vietnam: Manulife Asset Management (Vietnam) Company Ltd. Australia, South Korea and Hong Kong: Manulife Asset
Management (Hong Kong) Limited in Hong Kong and has not been reviewed by the HK Securities and Futures Commission (SFC). Philippines:
Manulife Asset Management and Trust Corporation Japan: Manulife Asset Management (Japan) Limited. Taiwan: Manulife Asset Management
(Taiwan) Pte. Ltd. (Investment is not protected by deposit insurance, insurance guaranty fund or other protection mechanism in Taiwan. For the
disputes resulted from the investment, you may file a complaint to the Securities Investment Trust & Consulting Association of the R.O.C. or
Financial Ombudsman Institution. License No. 106 Jin-Guan-Tou-Xin-Xin-008 "Independently operated by Manulife Asset Management (Taiwan)
Co., Ltd." /6F., No.89, Songren Rd., Taipei, Taiwan 11073, Tel: (02)2757-5999, Customer Service: 0800-070-998.)
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