Polar Capital Global Healthcare Trust (PCGH)
AGM and Investor Presentation
February/March 2018
“Innovation, disruption and growth”

http://www.polarcapitalhealthcaretrust.com/

Restructuring the PCGH portfolio
Investment strategy is now focused on growth

Please refer to the Important Information at the end of this presentation.
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Polar Capital Global Healthcare Trust (PCGH)
Innovation
portfolio

Growth portfolio

Portfolio of 25 - 50 stocks
Market cap
Current portfolio
weighting

>US$5 billion

<US$5 billion

89%

11%

• The Growth portfolio has a similar composition to the Healthcare Blue Chip Fund
– Portfolio of 25-30 large cap stocks with no specific focus on any particular healthcare sub-sector
• The Innovation portfolio targets small and mid-cap disruptors and innovators
– Diversification achieved by direct investment and/or via an investment fund managed by the Polar healthcare team

Source: Polar Capital.

This presentation is for non-US persons only. Please refer to the Important Information at the end of this presentation.
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A Focused Portfolio With 45 Positions
The portfolio has a large-cap focus

With a bias to the United States
US & Canada

73.3%

2.6%

Europe

20.3%

Mid Cap ($1bn - $5bn)

7.6%

Japan

5.2%

Cash

1.2%

Cash

1.2%

RoW

0.0%

Large Cap (>$5bn)

88.6%

Small Cap (<$1bn)

And is diversified across healthcare
Pharmaceuticals

25.6%

Healthcare Equipment

22.3%

Biotechnology

16.8%

Managed Healthcare

14.9%

Life Sciences Tools & Services 8.6%
Healthcare Services

7.8%

Healthcare Supplies

1.6%

Healthcare Technology

0.8%

Education Services

0.4%

Healthcare Facilities

0.0%

Healthcare Distributors

0.0%

Cash

1.2%

Source: Polar Capital, portfolio as of 29 December 2017. Totals may not sum due to rounding.

Please refer to the Important Information at the end of this presentation.
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Major Change In Sub-sector Weightings
We have reduced our exposure to Pharmaceuticals significantly over the last year

December 2016

December 2017

Pharmaceuticals

Pharmaceuticals

Healthcare Equipment

Healthcare Equipment

Biotechnology

Biotechnology

Managed Healthcare

Managed Healthcare

Life Sciences Tools & Services

Life Sciences Tools & Services

Healthcare Services

Healthcare Services

Healthcare Supplies

Healthcare Supplies

Healthcare Technology

Healthcare Technology

Healthcare REITs
Healthcare Facilities

Education Services

Healthcare Distributors

Healthcare Facilities

Other

Healthcare Distributors

Cash

Cash

-10%

-5%

0%

5%

10%

15%

-25% -20% -15% -10% -5%

0%

5% 10%

Investment strategy allows greater diversification across healthcare
Source: Polar Capital. Note: Sector exposure refers to the extent to which the Fund is overweight or underweight in each sector compared (relative) to the index (MSCI All Country World Index/Healthcare).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.

Please refer to the Important Information at the end of this presentation.
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Returns Were Disappointing In 2017
Performance Data for PCGH Trust as of 31 January 2018
Calendar
2017

Since
Restructuring

NAV per Share

3.90%

-3.33%

MSCI Global Healthcare Index

9.74%

-2.56%

S&P 500 Biotech Index

16.42%

3.05%

S&P 500 Healthcare Distributors

-10.18%

-13.34%

S&P 500 Healthcare Equipment

8.08%

0.88%

S&P 500 Healthcare Facilities

-3.00%

3.43%

S&P 500 Managed Health

36.83%

12.82%

S&P 500 Pharmaceutical Index

2.37%

-9.53%

S&P 500 Healthcare Services

-9.18%

0.63%

S&P 500 Healthcare Technology

11.82%

-8.25%

S&P 500 Life Sciences Tools

17.02%

9.76%

High dispersion of returns makes sub-sector positioning critical
Source: Polar Capital, Bloomberg & HSBC Securities Services (UK) Limited, percentage growth, NET total return in GBP. PCGH was restructured on 20 June 2017. Past performance is not indicative or a guarantee
of future results. The share price performance is adjusted for dividends paid out. 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.

Please refer to the Important Information at the end of this presentation.
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Small-Cap Healthcare Outperformed In 2017
Relative performance of different healthcare indices over 2017 in USD
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Russell 2000 Health
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NYSE Pharmaceutical Index

Aug-17
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Nov-17

Dec-17

Morgan Stanley Global Healthcare Index

Source: Bloomberg, 29 December 2017. Past performance is not indicative or a guarantee of future results.

Please refer to the Important Information at the end of this presentation.
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Healthcare Fundamentals
A long-term secular growth sector

Please refer to the Important Information at the end of this presentation.
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Growth Investing In A Low Growth World
We see two complementary approaches to growth investing

Select companies with
sustainable cash flow
and earnings growth

Active capital
allocation to fund
innovative companies

Healthcare has investment opportunities in both areas
Source: Polar Capital.

Please refer to the Important Information at the end of this presentation.
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We See Two Clear Investment Trends Emerging
Consolidators

Innovators

•

Strengthen core franchises

•

Disrupt medical practice

•

Standardise processes

•

Target unmet medical needs

•

Create economies of scale

•

Create new markets

•

Buy Innovation

•

Garner premium pricing

Adapting to change

Disrupting the system

Structural transformation to deliver better healthcare for less money
Source: Polar Capital. 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.

Please refer to the Important Information at the end of this presentation.
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Structural Change Is Our New Investment Thesis
Demographics

Economics

Technology

Structural Change

Providing better healthcare to more people for less money
Source: Polar Capital.

Please refer to the Important Information at the end of this presentation.

11

Healthcare Sector Valuation
Growth at a reasonable price provides an opportunity

Please refer to the Important Information at the end of this presentation.
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Relative Valuation Has Declined Significantly

Source: Ned Davis Research Inc., 3 January 1992 to 16 February 2018. Past performance is not indicative or a guarantee of future results.

Please refer to the Important Information at the end of this presentation.
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Absolute Valuation Is At Long-Term Average

Source: Ned Davis Research Inc., 3 January 1992 to 16 February 2018. Past performance is not indicative or a guarantee of future results.

Please refer to the Important Information at the end of this presentation.
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Healthcare Disrupting
Looking for opportunities in 2018

Please refer to the Important Information at the end of this presentation.
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Technology Is Finally Disrupting Healthcare
Progress in Information Technology

Improved
diagnosis and
monitoring

Measuring value
and effectiveness
of treatment

Better
understanding of
disease

Advanced medical
devices

Manage
chronic
disease

Evidencebased
medicine

New drugs

Miniaturised
implantables

Patient-centric
care

Pay for
quality

New
diagnostics

Robotic surgery

Changing delivery

Enabling new treatments

Source: Polar Capital.

Please refer to the Important Information at the end of this presentation.
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CVS/AET Deal Could Change Primary Care
Walk-in clinics are important step forward in improving consumer expectations

Source: www.drugstorenews.com/article/cvs-health-opens-first-minuteclinics-within-target. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of securities
in this document. A list of all recommendations made within the immediately preceding 12 months is available up on request.

Please refer to the Important Information at the end of this presentation.
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Amazon Perceived As A Disruptor
Amazon, JP Morgan and Berkshire Hathaway will form an independent healthcare company

Source: CNBC. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of securities in this document. A list of all recommendations made within the
immediately preceding 12 months is available up on request.

Please refer to the Important Information at the end of this presentation.
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Health Insurers Are The Power Brokers
Health insurers are driving the move away from fee-for-service

Source: www.wellcentive.com/blog/top-ten-private-payers-value-based-care/. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of securities in this
document. A list of all recommendations made within the immediately preceding 12 months is available up on request.

Please refer to the Important Information at the end of this presentation.
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High Deductibles Change Consumer Behaviour
We see employers looking for new technology to reduce the cost of care for their employees

% of covered workers enrolled in a high-deductible plan

45%
40%

% of US private sector employees
enrolled in a high deductible health plan

35%
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Mid-term
Projection

Source: Employer Health Benefits 2016 Annual Survey, The Kaiser Family Foundation and Health Research & Educational Trust and Piper Jaffray. Forecasts are based upon subjective estimates and
assumptions about circumstances and events that have not and may not take place.

Please refer to the Important Information at the end of this presentation.
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Strong New Product Cycle For Med Tech
We are seeing a raft of new product cycles emerging in medical technology

Source: Company reports and websites. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of securities in this document. A list of all
recommendations made within the immediately preceding 12 months is available up on request.

Please refer to the Important Information at the end of this presentation.
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Tax Reform Could Boost M&A And Cap Ex
Recent EPS upgrades reflect lower tax rates but have not factored in the first derivatives
•

Repatriation of overseas cash may occur faster than anticipated and drive M&A

•

100% expensing of Cap Ex could be a positive for life sciences tools and medical technology

•

On the back of tax reform, Congress have now approved a large spending package

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.

Please refer to the Important Information at the end of this presentation.
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Our Investment Strategy For 2018
Growth portfolio – pick the large cap leaders that are adapting or driving change
C
•

Remain positive on managed care – health insurers look set for another year of strong growth

•

Large overweight in medical technology – we see upside to estimates as new product cycles drive growth

•

We have recently increased exposure to life sciences tools following potential impact of tax reform

•

Significantly underweight pharmaceuticals – hard to find sustainable growth and considerable binary risk

Innovation portfolio – identify the innovators in any sub-sector of healthcare
•

Over the next 12 months, we expect to increase the allocation to innovation – currently 11% of the portfolio

•

Recent new investments have focused on healthcare IT and artificial intelligence

•

Remain positive on biotechnology – see opportunities in Europe and outside the biotechnology benchmark

•

We have met a number of emerging medical technology companies that may IPO in the coming months

Source: Polar Capital. 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.

Please refer to the Important Information at the end of this presentation.
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Entering A New Phase For Healthcare Investors
Economics

Demographics

Technology

Structural Change

Consolidators

Innovators

Structural change creates risks and opportunities for investors
Source: Polar Capital.

Please refer to the Important Information at the end of this presentation.
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Important Information
Polar Capital
16 Palace Street
London SW1E 5JD
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 Companies managed by Polar Capital. It may not be reproduced in any form without the express permission of Polar Capital and is not intended for private investors. This document is
only made available to professional clients and eligible counterparties. 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 PCGH ZDP plc are Investment Companies with investment trust status and as such its ordinary 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 Funds PLC – Biotechnology Fund, Polar Capital Funds PLC – Healthcare Blue Chip Fund, Polar Capital Funds
PLC – Healthcare Opportunities Fund, Polar Capital Global Healthcare Trust plc and PCGH ZDP plc, which are 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 OR FUND’S OFFER DOCUMENT 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 Company or Fund. 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 Company or Fund’s 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 Company or Fund. No other persons should rely upon it.
Benchmarks: The following benchmark indices are used: MSCI All Country World Index/Healthcare, NASDAQ Biotechnology Index and MSCI World Daily Total Return Net Healthcare Index. These benchmarks
are generally considered to be representative of the Healthcare Equity universe. These benchmarks are broad-based indices which are used for comparative/illustrative purposes only and have been selected as
they are well known and easily recognizable by investors. Please refer to www.mscibarra.com and https://indexes.nasdaqomx.com for further information on these indices. Comparisons to benchmarks have
limitations as benchmarks volatility and other material characteristics that may differ from the Companies or Fund. Security holdings, industry weightings and asset allocation made for the Companies or Fund may
differ significantly from the benchmark. Accordingly, investment results and volatility of the Companies or Fund 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 or Fund 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 Fund 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 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 investment 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 Fund 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 Fund 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 Administrator on 0800 876 6889 (PCGH) or +353 1 434 5007 (UCITS). The Fund is prepared to instruct the custodian of the Fund, upon request, to make available to investors portfolio
custody position balance reports monthly in arrears.
Please refer to the Important Information at the end of this presentation.
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Important Information Cont.
Polar Capital
16 Palace Street
London SW1E 5JD
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 Company or Fund’s
performance may include changes in market conditions (including currency risk) and interest rates and in response to other economic, political, or financial developments. The Company’s 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 Company 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 Company’s 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
Company or Fund may elect to invest assets in different investment sectors from those depicted herein, which may entail additional and/or different risks. Performance of the Company or Fund is dependent on the
Investment Manager’s ability to identify and access appropriate investments, and balance assets to maximize return to the Fund while minimizing its risk. The actual investments in the Company or Fund may or
may not be the same or in the same proportion as those shown herein.
Country Specific disclaimers: The Company or Fund have not been and will not be registered under the U.S. Investment Company Act of 1940, as amended (the "Investment Company") 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 Fund 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.
Country Specific disclaimers: Polar Capital LLP (Investment Manager) is exempt from the requirement to hold an Australian financial services licence in respect of the financial services it provides to wholesale
investors in Australia and is regulated by the Financial Conduct Authority of the UK under UK laws which differ from Australian laws’.
Country Specific disclaimers: This document has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this document and any other document or material in connection
with the offer or sale, or invitation for subscription or purchase, of Shares may not be circulated or distributed, nor may Shares be offered or sold, or be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor Pursuant to Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”) or (ii)
otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. The Prospectus and Information Memorandum are available to download at www.polarcapital.co.uk
alternatively; you can obtain the latest copy from the Polar Capital Investor Relations team. The Fund is a collective investment scheme but is not authorised under Section 104 of the Securities and Futures
Ordinance of Hong Kong by the Securities and Futures Commission of Hong Kong. Accordingly the distribution of this document, and the placement of interests in Hong Kong, is restricted. This document may
only be distributed, circulated or issued to persons who are professional investors under the Securities and Futures Ordinance and any rules made under that Ordinance or as otherwise permitted by the Securities
and Futures Ordinance.

Please refer to the Important Information at the end of this presentation.
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