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Q&A with the Portfolio Manager:  Global Healthcare Equities 

 
Aug 
2023 

1. Although COVID-19 is largely behind us, 
market concerns about a looming economic 
recession linger. Can you illustrate the 
defensiveness of this sector and its sub-
sectors during previous market downturns?  

As the Macroeconomic Strategy Team highlighted in 
its Global Macro Outlook Q3 2023, the recession has 
been postponed, not cancelled. Market concerns 
about a U.S. economic recession will likely be carried 
over to the second half of this year.  

As our investors know, the healthcare sector remains 
one of the most recession-resistant areas of the 
economy. It has been a defensive stalwart during 
enhanced volatility and economic uncertainty. In 
particular, the outperformance of healthcare in recent 
economic downturns was primarily due to inelastic 
demand for medical resources.  

During the most recent recessionary periods, sub-
sector dispersion was wide. Pharmaceuticals 
generally provided good, sometimes better, 
protection, while biotech outperformed in three out of 
the recent four market downturns. Also, healthcare 
providers & services witnessed increased returns in 
the last three recessions. (Refer to Chart 1). 

2. What has differentiated our healthcare 
investment capabilities throughout market 
ups and downs?  

The proprietary fundamental research conducted on 
a daily basis by seasoned investment professionals 
with solid medical backgrounds underpins our 
differentiated investment approach. On average, our 
portfolio managers have over 30 years of experience 
spanning large-scale multinational healthcare 
corporations to global asset management firms. This 

COVID-19 is largely behind us in terms of a global health crisis and a 

hard hit to global financial markets. Yet, amid a widely predicted 

economic recession, the world is adjusting to the post-pandemic era. 

In this Q&A, Steven Slaughter, Lead Portfolio Manager, and CJ 

Sylvester, Portfolio Manager, highlight how our Global Healthcare 

Team adopts a differentiated approach by triangulating its investment thesis and quantifying key 

inputs into the investment framework.   

Chart 1 Healthcare equities showed resilience during recent economic downturns 
 

       
Source: FactSet, all other industry returns from Morningstar, Inc. Past performance is not indicative of future results. It is not possible to invest directly in an 
index. Y-axis represents the index returns. Biotechnology refers to MSCI World/Biotechnology GR (USD), HC Equip&Supl refers to MSCI World/Health Care 
Equipment & Supplies GR (USD), HC Providers&Svcs refers to MSCI World/Health Care Providers & Services GR (USD), Pharmaceuticals refers to MSCI 
World/Pharmaceuticals GR (USD) and Life Sciences Tools & Svcs refers to MSCI World/Life Sciences Tools & Services GR (USD). *Returns during the 
unwinding of tech-bubble and global financial crisis are not available. 

https://www.manulifeim.com.my/insights/global-macro-outlook-q3-2023.html
https://www.cnbc.com/2023/07/01/recession-worries-are-likely-to-carry-over-into-the-second-half-of-2023.html
https://www.cnbc.com/2023/07/01/recession-worries-are-likely-to-carry-over-into-the-second-half-of-2023.html
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has laid a solid foundation that helps us make vital 
investment considerations across the broader 
healthcare landscape. Slaughter’s educational 
background in biology, as well as Sylvester’s in 
biology, neurobiology, and physiology, empower our 
team with the knowledge base to effectively engage 
with the medical and scientific communities on the 
cutting-edge technologies and advancements within 
healthcare. This, combined with deep industry 
expertise required for dedicated fundamental 
research enable us to uncover compelling 
investment ideas before they are fully appreciated by 
a broader cohort of market participants. 

Adding a layer of scientific research based 
on fundamental equity analysis 

Besides traditional fundamental equity analysis via 
investment screens and financial modelling, our 
team devotes energy and passion to building an in-
depth and insightful scientific understanding of the 
healthcare sector. This is based on proprietary 
fundamental research from:   

• Clinic and hospital visits 
• Company meetings 
• Investor conferences 
• Medical journal reviews 
• Medical conferences 
• Prior holdings 

During the research process, our team members act 
as stewards, proactively attending company 
meetings and investor conferences, liaising with 
industry thought leaders, as well as engaging with C-
suites and board members (not limited to only 
companies owned in our portfolio). Our long-standing 
corporate relationships also enable our team to 
conduct objective environmental, social, and 
governance (ESG) analysis of risks and 
opportunities – driving the positive change that could 
benefit long-term, value-driven company growth.  

The longevity of our on-the-ground research 
capabilities is instrumental in the bottom-up decision-
making process. This includes: i) evaluating end-
market size and product demand, ii) identifying 
product-pipeline strength and conducting competitor 
product analysis, and iii) assessing the strength of 
management teams.  

Given our passion for the ever-changing healthcare 
industry, we monitor and digest medical journals and 
scientific publications from a practitioner’s viewpoint. 
This approach ensures we are aware of medical 
advances in pharmaceutical and therapeutic 
landscapes. As a result, we can avoid over-reliance 
on secondary or sell-side research, allowing us to 
independently evaluate markets, uncover hidden 
ideas, develop in-depth analysis, and make 
judgements beyond financial numbers and market 
sentiment. The art of marrying quantitative and 
qualitative inputs is our main proprietary asset for 
idea generation – a unique interactive research 
process that could unlock underappreciated market 
opportunities.  

3. Emerging evidence of adverse health 
outcomes for patients previously infected 
with COVID increases the importance of 
addressing such unmet medical needs. How 
do you apply your proprietary research 
approach when identifying alpha-generation 
opportunities resulting from the long-term 
impact of the pandemic?  

As we highlighted in our 2023 outlook, Manulife IM’s 
fundamental research process has identified a series 
of published research studies noting increased 
morbidity among patients recovering from COVID-19 
infections and, as evidenced by, an elevated risk of 
cardiovascular diseases, diabetes, and central 
nervous system (CNS) diseases relative to the 
uninfected population. Coupled with the unmet 
medical needs for pre-existing conditions, we believe 
that opportunities abound for experienced investors 
with keen insights who can identify underappreciated 
market opportunities and deliver outperformance. 
Our approach continues to inform how we evaluate 
investment opportunities across the healthcare 
universe. To this end, the findings mentioned above 
relating to structural changes in healthcare 
(including, but not limited to, long COVID) support 
the urgency to manage other pre-existing diseases 
effectively, diagnoses that our research suggests 
pre-dispose these comorbid patients to higher 
morbidity and mortality from COVID-19. For 
example, we continue to look at companies with 
novel treatments for CNS diseases (depression, 
Alzheimer’s) and continue to focus on orphan 
diseases (i.e., those affecting fewer than 200,000 

https://www.manulifeim.com.my/insights/global-healthcare-enhanced-innovation-in-a-post-covid-environment.html
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individuals). We see a greater understanding of the 
genetic causes of these diseases, and those 
learnings are being applied to novel drugs that could 
dramatically impact patients. We are also identifying 
smaller biotech names with significant upside and 
alpha generation potential, given that these 
companies’ innovations are in the final phases of 
clinical development.  

Conclusion  

Overall, we believe the healthcare sector will remain 
one of the most defensive segments in any potential 
economic recession scenario. Additionally, the 
unprecedented innovation and medical 
advancements expected in a post-COVID-19 era 
should provide a fertile opportunity set for market 
beating growth. Our differentiated research 
approach, underpinned by experienced and 
seasoned investment professionals with solid 
medical backgrounds, allows us to look beyond 
financial figures and market sentiment to identify 
companies with potential upside and alpha 
generation at an earlier stage than others.  

We continue to see unprecedented demand among 
companies with products and services that address 
all three guiding principles: i) unmet medical needs, 
ii) underappreciated market opportunities, and iii) the 
ability to bend the healthcare cost curve. 
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Important Note 

Investing involves risks, including the potential loss of principal. Financial 
markets are volatile and can fluctuate significantly in response to 
company, industry, political, regulatory, market, or economic 
developments.  These risks are magnified for investments made in 
emerging markets. Currency risk is the risk that fluctuations in exchange 
rates may adversely affect the value of a portfolio’s investments.  

The information provided does not take into account the suitability, 
investment objectives, financial situation, or particular needs of any 
specific person. You should consider the suitability of any type of 
investment for your circumstances and, if necessary, seek professional 
advice. 

This material is intended for the exclusive use of recipients in jurisdictions 
who are allowed to receive the material under their applicable law. The 
opinions expressed are those of the author(s) and are subject to change 
without notice. Our investment teams may hold different views and make 
different investment decisions. These opinions may not necessarily 
reflect the views of Manulife Investment Management or its affiliates. The 
information and/or analysis contained in this material has been compiled 
or arrived at from sources believed to be reliable, but Manulife 
Investment 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 of the information and/or analysis 
contained. 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 current as of 
the date indicated. The information in this document, including 
statements concerning financial market trends, are based on current 
market conditions, which will fluctuate and may be superseded by 
subsequent market events or for other reasons. Manulife Investment 
Management disclaims any responsibility to update such information. 

Neither Manulife Investment 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 acting or not acting in reliance on the 
information contained here.  All overviews and commentary are intended 
to be general in nature and for current interest. While helpful, these 
overviews are no substitute for professional tax, investment or legal 
advice. Clients should seek professional advice for their particular 
situation. Neither Manulife, Manulife Investment Management, nor any 
of their affiliates or representatives is providing tax, investment or legal 
advice.  This material was prepared solely for informational purposes, 
does not constitute a recommendation, professional advice, an offer or 
an invitation by or on behalf of Manulife Investment Management to any 
person to buy or sell any security or adopt any investment strategy, and 
is no indication of trading intent in any fund or account managed by 
Manulife Investment Management. No investment strategy or risk 
management technique can guarantee returns or eliminate risk in any 
market environment. Diversification or asset allocation does not 
guarantee a profit or protect against the risk of loss in any market. Unless 
otherwise specified, all data is sourced from Manulife Investment 
Management. Past performance does not guarantee future results.  

Manulife Investment Management 

Manulife Investment Management is the brand for the global wealth and 
asset management segment of Manulife Financial Corporation. Our 
mission is to make decisions easier and lives better by empowering 
investors for a better tomorrow. Serving more than 17 million individuals, 
institutions, and retirement plan members, we believe our global reach, 
complementary businesses, and the strength of our parent company 
position us to help investors capitalize on today’s emerging global trends. 
We provide our clients access to public and private investment solutions 
across equities, fixed income, multi-asset, alternative, and sustainability-
linked strategies, such as natural capital, to help them make more 
informed financial decisions and achieve their investment objectives. Not 
all offerings are available in all jurisdictions. For additional information, 
please visit manulifeim.com. 

This material has not been reviewed by, is not registered with any 
securities or other regulatory authority, and may, where appropriate, be 

distributed by the following Manulife entities in their respective 
jurisdictions. Additional information about Manulife Investment 
Management may be found at manulifeim.com/institutional 
Australia: Manulife Investment Management Timberland and 
Agriculture (Australasia) Pty Ltd, Manulife Investment Management 
(Hong Kong) Limited. Canada: Manulife Investment Management 
Limited, Manulife Investment Management Distributors Inc., Manulife 
Investment Management (North America) Limited, Manulife Investment 
Management Private Markets (Canada) Corp. Mainland China: Manulife 
Overseas Investment Fund Management (Shanghai) Limited Company. 
European Economic Area Manulife Investment Management (Ireland) 
Ltd. which is authorised and regulated by the Central Bank of Ireland 
Hong Kong: Manulife Investment Management (Hong Kong) Limited. 
Indonesia: PT Manulife Aset Manajemen Indonesia. Japan: Manulife 
Investment Management (Japan) Limited. Malaysia: Manulife 
Investment Management (M) Berhad  200801033087 (834424-U) 
Philippines: Manulife Investment Management and Trust Corporation. 
Singapore: Manulife Investment Management (Singapore) Pte. Ltd. 
(Company Registration No. 200709952G) South Korea: Manulife 
Investment Management (Hong Kong) Limited. Switzerland: Manulife 
IM (Switzerland) LLC. Taiwan: Manulife Investment Management 
(Taiwan) Co. Ltd. United Kingdom: Manulife Investment Management 
(Europe) Ltd. which is authorised and regulated by the Financial Conduct 
Authority United States: John Hancock Investment Management LLC, 
Manulife Investment Management (US) LLC, Manulife Investment 
Management Private Markets (US) LLC and Manulife Investment 
Management Timberland and Agriculture Inc. Vietnam: Manulife 
Investment Fund Management (Vietnam) Company Limited.  
 
Manulife, Manulife Investment Management, Stylized M Design, and 
Manulife Investment Management & Stylized M Design are trademarks 
of The Manufacturers Life Insurance Company and are used by it, and 
by its affiliates under license. 
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