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COVID-19 Update
Diversity and innovation driving healthcare opportunities
COVID-19 is having a seismic impact on the views of healthcare by governments as well as the
public who have high expectations of the service they should get from their health provider, be
it state-led or private, going forwards. As investors, the views of the US government and industry
bodies are vital to understand given the stock opportunities there – the US makes up nearly 70%
of the MSCI AC World Daily Total Return Net Health Care Index – particularly with a presidential
election in November.
US political environment more supportive
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The political environment in the US has become more supportive for the healthcare sector, or
at a bare minimum the greatest fears have dissipated. With the more progressive candidates
(Elizabeth Warren and Bernie Sanders) no longer in the running, the more moderate Joe Biden
is the clear favourite for the Democratic nomination, removing some of the more draconian
threats to the healthcare industry. Focusing purely on healthcare, if Biden wins the presidency
one of his primary priorities will be bolstering the Affordable Care Act (ACA), essentially
reversing the actions taken by the Trump Administration. Prima facie this would be positive for
the healthcare industry, increasing the number of insured US citizens in the system which has
positive implications for volumes (ie up) and bad debts (ie down). A note of caution, however, as
Biden has raised the spectre of Medicare-like public insurance plans which would have negative
implications for the managed care industry. This risk is diminished if the Democrats have a slim
majority or if a number of moderate Democrats are in the Senate seats, but it is something to
be aware of. One additional risk worth highlighting is one of tax reform with one of Biden’s
proposals being raising corporate tax – the managed care industry was one of the biggest
beneficiaries of the Trump Administration’s tax reform.
With regards to drug pricing there are near and medium-term scenarios worth discussing. In
the near-term, Congress is unlikely to act on drug pricing legislation until after the November
election. Why? The CARES (Coronavirus Aid, Relief and Economic Security) Act included funding
through to 30 November 2020 for certain Medicare programs, extending the funding that was
previously in place and set to expire on 22 May 2020. That May date was the original catalyst to
start drug pricing negotiations but it has now been lost and Congress does not have a legislative
vehicle with which to work. Further, the COVID-19 crisis has lifted some of the near-term political
pressure on the pharmaceutical and biotechnology industries rendering an Executive Order less
likely ahead of the elections. Looking further out, one of Biden’s policies is to allow Medicare to
negotiate directly on drug pricing but that would need a change in Law and a majority in the
Senate.
The outlook for healthcare is compelling
The outlook for healthcare is positive given we anticipate the demand for healthcare products
and services to continue, and in some cases accelerate, post the COVID-19 crisis. In an uncertain
world, the resilient growth profile of the healthcare sector appeals, with financially sound largecap companies especially well positioned. At the same time, the political backdrop is supportive,
valuations in the US are attractive (Source: Ned Davis) and we have only just begun to see a
change in sector leadership relative to the S&P 500 (Source: Strategas).

“[Bolstering the Affordable Care Act…]
would be positive for the healthcare
industry, increasing the number of
insured US citizens in the system which
has positive implications for volumes (ie
up) and bad debts (ie down).”

Source: Ned Davis Research Inc., 3 January 1992 to 8 May 2020. Sector earnings estimate calculated by NDR using
available mean 1-year forward earnings estimates for sector constituents. Copyright 2020 Ned Davis Research, Inc. Further
distribution prohibited without prior permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html.
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“ The outlook for healthcare is positive
given we anticipate the demand for
healthcare products and services to
continue, and in some cases accelerate,
post the COVID-19 crisis.”

Source: Strategas, 5 April 2020. Past performance is not indicative or a guarantee of future results. All opinions and
estimates constitute the best judgment of Polar Capital as of the date hereof, but are subject to change without notice, and
do not necessarily represent the views of Polar Capital.

The precise pace and magnitude of a post-COVID-19 economic recovery is difficult to predict
but there is a high degree of conviction that the demand for healthcare products and services
is not permanently impaired. Indeed, outside therapeutics, vaccines and testing kits, other
areas of healthcare could see more sustained periods of growth as the system looks to address
shortfalls that have, unfortunately, been highlighted by the COVID-19 crisis. The use of
telehealth and remote monitoring services, for example, could see broader adoption having
undoubtedly proved their value. Manufacturers of ICU units, monitors, ventilators and hospital
beds might also see sustained levels of growth as healthcare systems move to insure against
future need.
Assessing the opportunity for alternative routes of delivery also needs to be explored given
the role that outpatient facilities, ambulatory care centres and home care could play, not just in
easing the post-COVID-19 backlog, but in offering more efficient and economically attractive
platforms for care delivery. Given they address high unmet medical needs, it is hard to
envisage a radically different appetite for pharmaceuticals and vaccines in the medium term.
Further, demand for medical devices associated with hitherto postponed elective procedures
will likely return, as will investment in the capital equipment and consumables manufactured
by the life sciences industry.

“ The precise pace and magnitude of a
post-COVID-19 economic recovery is
difficult to predict but there is a high
degree of conviction that the demand for
healthcare products and services is not
permanently impaired.”

The healthcare industry has real momentum right now, both operationally and technically,
and the sectors where we are most constructive are life sciences and tools, biotechnology and
managed healthcare. The life sciences and tools sector has buoyant end markets, especially
in the field of bioprocessing, and also has exposure to COVID-19 testing. The biotech sector
is attractive given it is well capitalised, benefitting from a supportive regulatory environment
and is delivering differentiated solutions to high, unmet medical needs.
We are fortunate that healthcare is a very diverse sector, offering opportunities to invest in
earlier stage companies looking to disrupt the status quo alongside companies with more
blue-chip characteristics. Financial stability is essential, but we also look for product leadership,
a commitment to innovation and experienced management teams with strong track records.
Importantly, we believe healthcare can offer not just growth but sustainable growth and keep
up the momentum it has built through the COVID-19 crisis. This, in our view, should have
considerable appeal in the current environment.
James Douglas & Gareth Powell
Co-Managers, Polar Capital Global Healthcare Team
02 July 2020
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Important Information: This document is provided for the sole use of the intended recipient and is not a financial promotion it shall not and does not constitute an offer or solicitation of an offer to make an investment into any Fund or Company managed by Polar Capital. It may not be reproduced in any form without the express permission of Polar Capital.
The law restricts distribution of this document in certain jurisdictions; therefore, it is the responsibility of the reader to inform themselves about and observe any such restrictions.
It is the responsibility of any person/s in possession of this document to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. Polar
Capital Global Healthcare Trust plc and its subsidiary, PCGH ZDP plc are investment companies with investment trust status and as such their shares are excluded from the FCA’s
(Financial Conduct Authority’s) restrictions which apply to non-mainstream investment products. The Companies conduct their affairs and intend to continue to do so for the foreseeable future so that the exclusion continues to apply. It is not designed to contain information material to an investor’s decision to invest in Polar Capital Global Healthcare Trust
plc or PCGH ZDP plc, Alternative Investment Funds under the Alternative Investment Fund Managers Directive 2011/61/EU (“AIFMD”) managed by Polar Capital LLP the appointed
Alternative Investment Manager. In relation to each member state of the EEA (each a “Member State”) which has implemented the AIFMD, this document may only be distributed
and shares may only be offered or placed in a Member State to the extent that (1) the Fund is permitted to be marketed to professional investors in the relevant Member State in
accordance with AIFMD; or (2) this document may otherwise be lawfully distributed and the shares may otherwise be lawfully offered or placed in that Member State (including at
the initiative of the investor). As at the date of this document, the Companies have been approved, notified or registered in accordance with the AIFMD for marketing to professional investors in Ireland only. The Companies have not been approved notified or registered in accordance with the AIFMD for marketing to professional investors in any other member
state of the EEA. However, additional such approval may be sought or additional such notification or registration may be made in the future. Therefore this document is only
transmitted to an investor in an EEA Member State at such investor’s own initiative. SUCH INFORMATION, INCLUDING RELEVANT RISK FACTORS, IS CONTAINED IN THE COMPANIES
OFFERING DOCUMENTS WHICH MUST BE READ BY ANY PROSPECTIVE INVESTOR.
Statements/Opinions/Views: All opinions and estimates constitute the best judgment of Polar Capital as of the date hereof, but are subject to change without notice, and do not
necessarily represent the views of Polar Capital. This material does not constitute legal or accounting advice; readers should contact their legal and accounting professionals for such
information. All sources are Polar Capital unless otherwise stated.
Third-party Data: Some information contained herein has been obtained from third party sources and has not been independently verified by Polar Capital. Neither Polar Capital
nor any other party involved in or related to compiling, computing or creating the data makes any express or implied warranties or representations with respect to such data (or the
results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular
purpose with respect to any data contained herein.
Holdings: Portfolio data is “as at” the date indicated and should not be relied upon as a complete or current listing of the holdings (or top holdings) of the Companies. The holdings
may represent only a small percentage of the aggregate portfolio holdings, are subject to change without notice, and may not represent current or future portfolio composition.
Information on particular holdings may be withheld if it is in the Companies’ best interest to do so. It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all recommendations made within the immediately preceding 12 months is available upon request. This
document is not a recommendation to purchase or sell any particular security. It is designed to provide updated information to professional investors to enable them to monitor the
Companies.
Benchmarks: The following benchmark index is used: MSCI All Country World Index/Healthcare. This benchmark is generally considered to be representative of the Healthcare Equity
universe. This benchmark is a broad-based index which is used for comparative/illustrative purposes only and has been selected as it is well known and is easily recognizable by
investors. Please refer to www.mscibarra.com for further information on this index. Comparisons to benchmarks have limitations as benchmarks volatility and other material characteristics that may differ from the Companies. Security holdings, industry weightings and asset allocation made for the Companies may differ significantly from the benchmark.
Accordingly, investment results and volatility of the Companies may differ from those of the benchmark. The indices noted in this document are unmanaged, unavailable for direct
investment, and are not subject to management fees, transaction costs or other types of expenses that the Companies may incur. The performance of the indices reflects reinvestment of dividends and, where applicable, capital gain distributions. Therefore, investors should carefully consider these limitations and differences when evaluating the comparative
benchmark data performance. Information regarding indices is included merely to show general trends in the periods indicated and is not intended to imply that the Companies was
similar to the indices in composition or risk.
Regulatory Status: Polar Capital LLP is a limited liability partnership number OC314700. It is authorised and regulated by the UK Financial Conduct Authority (“FCA”) and is
registered as an investment adviser with the US Securities & Exchange Commission (“SEC”). A list of members is open to inspection at the registered office, 16 Palace Street,
London, SW1E 5JD. FCA authorised and regulated managers are expected to write to investors in funds they manage with details of any side letters they have entered into. The
FCA considers a side letter to be an arrangement known to the Investment Manager which can reasonably be expected to provide one investor with more materially favourable
rights, than those afforded to other investors. These rights may, for example, include enhanced redemption rights, capacity commitments or the provision of portfolio transparency information which are not generally available. The Companies and the Investment Manager are not aware of, or party to, any such arrangement whereby an investor has any
preferential redemption rights. However, in exceptional circumstances, such as where an investor seeds a new fund or expresses a wish to invest in the Companies over time, certain
investors have been or may be provided with portfolio transparency information and/or capacity commitments which are not generally available. Investors who have any questions
concerning side letters or related arrangements should contact the Polar Capital Desk at the Registrar on 0800 876 6889. The Companies are prepared to instruct the custodian of
the Companies, upon request, to make available to investors portfolio custody position balance reports monthly in arrears.
Information Subject to Change: The information contained herein is subject to change, without notice, at the discretion of Polar Capital and Polar Capital does not undertake to
revise or update this information in any way.
Forecasts: References to future returns are not promises or estimates of actual returns Polar Capital may achieve. Forecasts contained herein are for illustrative purposes only and
does not constitute advice or a recommendation. Forecasts are based upon subjective estimates and assumptions about circumstances and events that have not and may not take
place.
Performance/Investment Process/Risk: Performance is shown net of fees and expenses and includes the reinvestment of dividends and capital gain distributions. Factors affecting the
Companies’ performance may include changes in market conditions (including currency risk) and interest rates and in response to other economic, political, or financial developments. The Companies’ investment policy allows for it to enter into derivatives contracts. Leverage may be generated through the use of such financial instruments and investors
must be aware that the use of derivatives may expose the Companies to greater risks, including, but not limited to, unanticipated market developments and risks of illiquidity, and is
not suitable for all investors. Those in possession of this document must read the Companies Investment Policy and Annual Report for further information on the use of derivatives.
Past performance is not a guide to or indicative of future results. Future returns are not guaranteed and a loss of principal may occur. Investments are not insured by the FDIC (or
any other state or federal agency), or guaranteed by any bank, and may lose value. No investment process or strategy is free of risk and there is no guarantee that the investment
process or strategy described herein will be profitable.
Allocations: The strategy allocation percentages set forth in this document are estimates and actual percentages may vary from time-to-time. The types of investments presented
herein will not always have the same comparable risks and returns. Please see the private placement memorandum or prospectus for a description of the investment allocations
as well as the risks associated therewith. Please note that the Companies may elect to invest assets in different investment sectors from those depicted herein, which may entail
additional and/or different risks. Performance of the Companies is dependent on the Investment Manager’s ability to identify and access appropriate investments, and balance assets
to maximize return to the Companies while minimizing its risk. The actual investments in the Companies may or may not be the same or in the same proportion as those shown
herein.
Country Specific disclaimers: The Companies have not been and will not be registered under the U.S. Investment Company Act of 1940, as amended (the "Investment Company
Act") and the holders of its shares will not be entitled to the benefits of the Investment Company Act. In addition, the offer and sale of the Securities have not been, and will not
be, registered under the U.S. Securities Act of 1933, as amended (the "Securities Act"). No Securities may be offered or sold or otherwise transacted within the United States or
to, or for the account or benefit of U.S. Persons (as defined in Regulation S of the Securities Act). In connection with the transaction referred to in this document the shares of the
Companies will be offered and sold only outside the United States to, and for the account or benefit of non U.S. Persons in "offshore- transactions" within the meaning of, and in
reliance on the exemption from registration provided by Regulation S under the Securities Act. No money, securities or other consideration is being solicited and, if sent in response
to the information contained herein, will not be accepted. Any failure to comply with the above restrictions may constitute a violation of such securities laws.
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