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1. Source: Bloomberg. Health care = MSCI World/Health Care; Global equity = MSCI World index, as of 31 January 2020.
2. Source: Credit Suisse US Earnings Brief, Manulife Investment Management, as of 31 December 2019. 

Unless otherwise stated, all information sources are from Manulife Investment Management, as of 31 January 2020. The information in this material may contain projections or other forward- looking 
statements regarding future events, targets, management discipline or other expectations, and is only as current as of the date indicated. There is no assurance that such events will occur, and may be
significantly different than that shown here. 

Q: How has global health care sector performed in January? 

The health care sector declined in January, slightly underperforming global markets as 
measured by the MSCI World Index. For the past one year  period,  the health  care sector has 
registered  a strong absolute  return  of around  16.2%,  compared  to  global  equity’s 18.4%1.

Global markets started the year strong amid optimism following the signing of the U.S-China 
phase-one trade deal. However, concerns regarding the coronavirus outbreak spurred 
volatility late in the month, pushing global equity markets into negative territory. Health care 
sub-sectors provided mixed returns, with health care    providers & services companies being 
among the worst performers. Volatility surrounding the U.S. election weighed on managed 
care entities while the health care equipment & supplies sub-sector posted a solid return.

Q: What is your investment outlook for the sector? Any impact from the outbreak of 
      COVID-19?        

The outbreak of COVID-19 is expected to cause short term disruptions to global growth 
although we maintain our expectation of a mild global rebound in the second half of the year.   
Having  said  that,  the  reduced  visibility on the  global  macro  front,  particularly,  the  
magnitude  and  timing  of  China’s  recovery,  may  jitter  market  sentiment and  spur  short-
term  volatility.  We  will  continue  to  monitor  the  coronavirus  outbreak  closely  and  may  
pursue more defensive portfolio positioning consistent  with our findings in this regard. 

Amidst a volatile market, global healthcare can be a defensive stalwart with long term growth 
potential. Historically, health care stocks have held up better  in down markets  with lower 
volatility and have also outperformed broader equity markets over the past 10, 15 and 20 
years respectively. From a valuation perspective, healthcare offers strong organic growth with 

reasonable valuations2. The investment case for health care over the long term remains solid, 
i.e. supported by secular demand trends of ageing population and increasing expenditures, 
medical advances, and unmet medical needs.

Q:  How is the Fund positioned?

The volatility experienced by the biopharma sub-sector in recent quarters is mainly 
attributable to bifurcating fundamentals and recurring pressures from the U.S. drug pricing 
debate.   The situation may persist as we   approach the upcoming 2020 U.S. presidential 
election. Our positioning remains focused on companies with best-in-class product portfolios 
and differentiated pipelines that can hold their formulary positions in an evolving market. We 
are also increasing exposure to select biopharma names that we believe have the appropriate 
assets (vaccines,  therapeutics,  diagnostics)  to aid  in the  identification,  treatment  and  
containment  of COVID-19. 

Fundamentals within the health care equipment & supplies industry remain attractive, 
although valuations in certain companies have become overextended and we have trimmed 
certain positions accordingly. We maintain positions in reasonably valued companies within 
the industry that have exposure to high-growth markets and are addressing unmet medical 
needs. 

Within the health care providers & services industry, we see continued threats to select 
supply chain companies, specifically pharmacy retailers and drug wholesalers.  We  expect  
these  companies  to see  heightened  pressures from decelerating  drug  inflation  as well  
as opiate  litigation liability. In addition,  we have  reduced  our  positioning in health  care 
insurers  amid  heightened  political  risk associated  with the  ongoing  election   cycle.
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