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EXPLAINING RECENT BIOTECHNOLOGY PERFORMANCE 
As of June 2020 
 
As the global search for COVID-19 therapeutics and an eventual vaccine intensifies, the biotechnology 
industry has significantly outperformed the broader Health Care Sector (Exhibit 1). In our view, this is a 
function of four primary drivers:  

• Sentiment tailwinds on potentially streamlined US drug approval process. 
• Strong performance of recent IPO’s and M&A optimism from large cap drug makers. 
• Uptick in ‘second wave’ fears driven by re-accelerating COVID-19 case counts. 
• FTSE Russell Index rebalances boosting the representation of biotechnology companies. 

Exhibit 1: YTD 2020 Performance of the Biotechnology Industry & Headline Health Care Indices 

Source: FactSet, USD, daily returns from Jan 2020 to June 2020. 
 

STREAMLINED APPROVAL PROCESS 
We view recent outperformance in biotechnology 
as potentially signaling wider appreciation of a 
more streamlined FDA drug approval process 
moving forward.  
 
In an effort to hasten the search for a working 
vaccine, “Operation Warp Speed” was introduced 
to replace the slower, traditional drug approval 
process. If successful, this effort has been touted as 
potential ‘proof of concept’ for more permanent 
R&D-accelerating measures by current FDA 
commissioner Stephen Hahn, who has stated this as 
his “top priority”.i Nowhere would this new approach 
have greater impact than biotech, particularly small 
and mid-sized firms, where a greater portion of the 
market cap comes from pipeline assets rather than 
approved drugs.  
 

Exhibit 2 shows there is a strong drug approval 
trend. The FDA (Food and Drug Administration) has 
approved 24 new drugs year-to-date. If the 
historically back-loaded seasonal trend holds in 
2020 we may see a new record. 
 
Exhibit 2: FDA Drug Approvals 

Source: FDA, data as of June 2020. *Average 
calculated from 1999 to 2019. 

0

10

20

30

40

50

60

70

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2018
2019
2020
20 Year Average*

+17.7%

+1.7%

-0.8%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

Jan 2020 Feb 2020 Mar 2020 Apr 2020 May 2020 Jun 2020

S&P Biotechnology (XBI)
MSCI World Health Care
S&P 500 Health Care



For Professional Client Use Only  

2 

STRONG IPO AND M&A OPTIMISM 
Despite COVID-19 disruptions, the biotechnology 
industry has had a strong IPO market comprising 
70% of all health care offerings year-to-date 
(Exhibit 3). This robust trend has buoyed industry 
performance overall, with the group averaging +36% 
first day returns.ii Every biotech IPO year-to-date 
has either priced above the midpoint or had its 
offering upsized.iii 2020’s most notable IPO’s include 
Royalty Pharma ($19B), Legend Biotech ($5B) and 
ADC Therapeutics ($3B).iv  
 
Exhibit 3: YTD 2020 Healthcare IPOs 

Source: Renaissance Capital, data as of June 2020. 

Similarly, M&A optimism continues to build as 
growth-challenged large caps look to bolster 
pipelines and mitigate upcoming patent-cliffs amid 
biosimilar and generic competition. AstraZeneca 
reportedly approached Gilead about a potential 
mega-merger, with Biogen rumored as another 
potential target.v Likewise, Sanofi, after divesting a 
$13B stake in Regeneron, is searching for new bolt-
on investment. Other noteworthy potential buyers 
include Pfizer, Merck, Eli Lilly & Company, AbbVie 
and Johnson & Johnson.  

‘SECOND WAVE’ CONCERNS 
Fears of COVID-19 resurgence have brought 
renewed focus and interest towards biotechnology 
companies – particularly names that have 
outperformed year-to-date including 
therapeutic/vaccine developers and government 
contractors.  

In the US, COVID-19 cases and deaths have clearly 
begun rising once again (Exhibit 4). However, Exhibit 
5 shows only a slight uptick in the daily rate of 
positive tests which signals that this new trend is 
partially due to new spread and partially due to 
increased testing efforts. 
 
Exhibit 4: US COVID-19 New Cases & Deaths 

Source: World Bank, Johns Hopkins University, Fisher 
Investments Research, as of June 2020. 
 
Exhibit 5: US COVID-19 Percentage of Positive Tests 

Source: World Bank, Johns Hopkins University, Fisher 
Investments Research, as of June 2020. 

FTSE RUSSELL INDEX REBALANCE 
On a more technical note - Russell growth indices 
scheduled rebalance becomes official on June 26th 
2020, where the majority of COVID-19 winners will 
see increased representation.vi Following the official 
announcement on June 19th, 2020, many stocks saw 
sharp intraday moves that accentuated current 
year-to-date performance trends within the 
biotechnology industry. 
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OUTLOOK 
While it is unlikely that biotech will continue the 
torrid pace of outperformance seen over the past 
several weeks, our outlook for the space continues 
to be very positive. The dynamics laid out above 
paint a constructive picture in both the near-term 
and long-term as high levels of innovation are 
accompanied by an increasingly accommodative 
regulatory environment for drug approvals. Further 
streamlining of the R&D process in the wake of 
COVID-19 has the potential to serve as a secular 
tailwind for years to come, while recent IPO and 
M&A enthusiasm provides no shortage of funding for 
today’s innovators.  

                                                      

i Source: Fierce Biotech, as of June 2020. 
ii Source: Renaissance Capital, as of June 2020. 
iii Ibid. 
ivSource: BioPharmCatalyst Biotech Stock IPO 
Calendar, as of June 2020. 
v Ibid. 
vi Source: New York Times, as of June 2020. 
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DISCLOSURES 
This material may also be found posted on the 
Fisher Investments Europe web-site at 
www.fisherinvestmentseurope.com. If your firm 
wishes to be removed from receiving these 
materials in the future or wishes to pay for this 
material, please contact Fisher Investments Europe.  

Fisher Investments Europe Limited (FIE) is authorized 
and regulated by the Financial Conduct Authority. It 
is registered in England, Company Number 3850593. 
FIE is wholly-owned by Fisher Asset Management, 
LLC, trading as Fisher Investments (FI), which is 
wholly-owned by Fisher Investments, Inc. 

Fisher Investments (FI) is an investment adviser 
registered with the Securities and Exchange 
Commission. As of 30 June 2020, FI managed over 
$116 billion, including assets sub-managed for its 
wholly-owned subsidiaries. FI and its subsidiaries 
maintain four principal business units – Fisher 
Investments Institutional Group (FIIG), Fisher 
Investments Private Client Group (FIPCG), Fisher 
Investments International (FII), and Fisher 
Investments 401(k) Solutions Group (401(k) Solutions). 
These groups serve a global client base of diverse 
investors including corporations, public and multi-
employer pension funds, foundations and 
endowments, insurance companies, healthcare 
organisations, governments and high-net-worth 
individuals. FI’s Investment Policy Committee (IPC) is 
responsible for investment decisions for all 
investment strategies. 

For purposes of defining “years with Fisher 
Investments,” FI was established as a sole 
proprietorship in 1979, incorporated in 1986, 
registered with the US SEC in 1987, replacing the 
prior registration of the sole proprietorship, and 
succeeded its investment adviser registration to a 
limited liability company in 2005. “Years with Fisher 
Investments” is calculated using the date on which 
FI was established as a sole proprietorship through 
30 June 2020. FI is wholly owned by Fisher 
Investments, Inc. Since Inception, Fisher Investments, 
Inc. has been 100% Fisher-family and employee 

 

owned, currently Fisher Investments Inc. beneficially 
owns 100% of Fisher investments (FI), as listed in 
Schedule A to FI’s form ADV Part 1. Ken and Sherrilyn 
Fisher, as co-trustees of their family trust, 
beneficially own more than 75% of Fisher 
Investments, Inc., as noted in Schedule B to FI’s Form 
ADV Part 1. FIE delegates portfolio management to 
FI. FI’s Investment Policy Committee is responsible 
for all strategic investment decisions. FIE’s 
Investment Oversight Committee (IOC) is 
responsible for overseeing FI’s management of 
portfolios that have been delegated to FI. Matters 
arising pursuant to FI’s portfolio management 
policies are elevated to the IOC. 

The foregoing information has been approved by 
Fisher Investments Europe. The foregoing 
information constitutes the general views of Fisher 
Investments and should not be regarded as 
personalised investment advice or a reflection of 
the performance of Fisher Investments or its clients. 
Investing in financial markets involves the risk of loss 
and there is no guarantee that all or any capital 
invested will be repaid. Past performance is never a 
guarantee nor reliable indicator of future results. 
Other methods may produce different results, and 
the results for individual portfolios or different 
periods may vary depending on market conditions 
and the composition of a portfolio or index.  The 
value of investments and the income from them will 
fluctuate with world financial markets and 
international currency exchange rates.  If you have 
asked us to comment on a particular security then 
the information should not be considered a 
recommendation to purchase or sell the security for 
you or anyone else.  We provide our general 
comments to you based on information we believe 
to be reliable. There can be no assurances that we 
will continue to hold this view; and we may change 
our views at any time based on new information, 
analysis or reconsideration.  Some of the 
information we have produced for you may have 
been obtained from a third party source that is not 
affiliated with Fisher Investments. Fisher Investments 
requests that this information be used for your 
confidential and personal use. 
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