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Bullish on Biotech



(1) Accounts for Stifelʠs recent acquisition of Torreya Capital LLC and its affiliated entities, which closed on March 1, 2023.  
(2) Only includes value where purchase price was disclosed.
(3) Since Q4 2010.
(4) Global M&A Network as of February 6, 2023.
(5) Investor Relations magazine as of February 7, 2023.

Deep Team Covering 4 Industry Verticals
Biopharma & Spec Pharma I HCIT I Medtech & Diagnostics I

Healthcare Services

Prolific Underwriting Experience
IPOs I Follow-ons I CMOs I RDs | ATMs | 144As | Private Placements |

PIPEs | Converts | Debt

15
Research analysts covering 238 

companies

147 Advisory transactions 2020 - 

2023YTD

$27.3bn of value(2)

Dedicated M&A Franchise
Mergers | Acquisitions | Divestitures | Collaborations | Partnerships | Activist / Defense | Other Financial Advisory Situations

Our Deep Sector Knowledge and Differentiated 
Capabilities Drives Strong Results For Our Clients

2022 Investment Bank of the Year 

ʜ Americas(4)

#1 ranked bank for  virtual 

roadshows in 2022(5)

Backed by Full Service Investment Bank
Research | Trading & Distribution | M&A | Equity Capital Markets | Debt Capital Markets | Restructuring Advisory | Private Capital Markets

100+
Investment bankers across the 

U.S. and Europe(1)

Bookrun 195 financings

raising over $38.9bn  2020 - 

2023YTD

Raised $118.5bn for 300 
healthcare companies in 612 

transactions(3)

360 transactions since 2010(3)

160+ cross-border deals since 

2010(3)

Research-led 
Conferences

Content driven research events

Stifel Healthcare: Premier Investment Banking Franchise
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Recent IPOs(1)

We have worked on 612 completed raises since Q4 2010, of which 80%+ were bookrun  and / or lead managed, raising $118.5bn

Recent Secondary Equity Financings Recent Alternative Financings (2)

Note: As of November 17, 2023. Deal values and dates represented are as of the announcement that the definitive agreement was signed. Stifel transactions include deals completed by 
Stifel, Nicolaus & Company, Incorporated and its affiliated entities and Torreya Capital LLC and its affiliated entities.
(1) Dealogic as of November 17, 2023. Any pending IPO transaction tombstones on this page are neither an offer to sell nor a solicitation of an offer to buy any of these securities.An offer may 

only be made by the prospectus for the offering.
(2) Includes financings other than IPOs or equity financings for public companies.
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Stifel is a Leader in Biopharma Financings



Note: As of November 17, 2023. Deal values and dates represented are as of the announcement that the definitive agreement was signed. Stifel transactions include deals completed by Stifel, Nicolaus & Company, 
Incorporated and its affiliated entities and Torreya Capital LLC and its affiliated entities.

Corporate M&A
Licensing and 

Collaborations

Asset Sales
Special Situations

Recent Licensing and Collaborations

Recent Special Situations

Recent Company M&A / Advisory

Recent Asset / Division Transactions

Stifel is highly bullish on the biopharma sector. We have advised on hundreds of advisory deals in the field since 2010.
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Stifel Offers Comprehensive Advisory Services To Healthcare Clients
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Stifel Investment Banking Contacts in Biopharma

Tom Bird (US)

Pharma Coverage

birdt@stifel.com

Sean Cessna (US)

Biopharma Coverage

cessnas@stifel.com

Melissa Chan (US)

Biopharma Coverage

chanm@stifel.com

Benj Garrett (US)

Pharma Coverage

garrettb@stifel.com

Mark Dempster (US)

Co-Head, Healthcare

dempsterm@stifel.com

Masaki Doi (Japan)

Advisor, Japan Coverage

doim@stifel.com

Samira Essebiyea (EU)

Biopharma Coverage

samira.essebiyea@stifel.com

Kylor Hua (US)

Biopharma Coverage

huak@stifel.com

Neal Karnovsky (US)

M&A Transactions

karnovskyn@stifel.com

Susan Kirtland (US)

Biopharma Coverage

kirtlands@stifel.com

Jie Liu (China)

China Coverage

liuj@stifel.com

Nitin Lath (India)

India Biopharma

lathn@stifel.com

Charles Hoare (EU)

Biopharma Coverage

charles.hoare@stifel.com

Allen Lefkowitz (US)

Generics Coverage

lefkowitza@stifel.com

Stephanie Léouzon  (EU)

Europe Biopharma

stephanie.leouzon@stifel.com

Will McGrath (US)

Biopharma Coverage

wmcgrath@stifel.com

Gwen Melnyk (US)

Biopharma Coverage

melnykg@stifel.com

Nicholas Moore (EU)

Biopharma Coverage

nicholas.moore@stifel.com

Tim Opler (US)

Biopharma Coverage

oplert@stifel.com

Mark Simon (US)

Advisor, Biopharma

simonm@stifel.com

Nick Oust (US)

Head, Healthcare ECM

noust@stifel.com

Declan Quirke (US)

Co-Head Healthcare

quirked@stifel.com

Alan Selby (EU)

Europe Coverage

alan.selby@stifel.com

Brandon Roop (Canada)

Canada Coverage

roop@stifel.com

Ken Clausman (US)

Healthcare ECM

clausmank@stifel.com

Seth Rubin (US)

Global ECM Head

srubin@stifel.com

Irina Mariner (UK)

M&A Transactions

irina.mariner@stifel.com
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The Case for Biotech Investment



Seven Reasons to Like Biotech as an Investment Area

Valuations are highly 

attractive now

Valuations

Returns in biotech 

have beat the market 

over time

History

The macroeconomic 

picture is shifting to 

favor biotech

Macro

Medical innovation is 

going to change our 

civilization

Civilization

The pace of 

biomedical 

innovation is 

accelerating

Innovation

Pharma has little 

choice but to be a 

heavy acquiror of 

biotech

Pharma

Growth in medical 

spend will accelerate 

as an inevitable 

byproduct of 

economic growth

Demand
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The healthcare sector is already a very large part 

of the economy.

The òhigh techó part of healthcare, particularly 

biotech, will continue to grow at a rate higher 

than the overall economy indefinitely.

We are seeing a massive acceleration of 

underlying innovation and ongoing growth in 

demand to pay for the life extension associated 

with such innovation.

The combined effect of these and many other 

innovations on life spans and the progress of 

human civilization will be profound.

We Are Shifting From Two Decades Driven by Tech Into an 

Extended Period that Will be Driven by the Life Sciences
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Biotech Investment Opportunity is Still Early in Evolution

12

Itõs easy to become concerned about the financial markets for biotech. The 

last three years have seen multiple permutations of what can go wrong 

when greed and fear collide in a market that combines fast money with 

risky, long-duration scientific projects.

Despite an abundance of highly intelligent actors, the post -Pandemic 

biotech market has been more challenging than any of us would have liked 

as high interest rates have taken hold in the face of persistent inflation. 

Many investors have abandoned the biotech marketplace despite and 

sentiment has hit rock bottom.

We now find ourselves at a point where the macroeconomic hurricane is 

moving out to sea, and it will be time for investors to return to the market, 

motivated by the opportunity of advancing biological innovations for the 

benefit of patients in profound need.  

Indeed, if there is one message we wish to leave you with it is that 

acceleration of innovation is going to make todayõs travails irrelevant.  

Societal wealth coupled with the natural human demand for a long high -

quality life is going to drive demand for the bioscience products. This will be 

expressed over decades and will wash away temporal concerns that one 

might have about politics, budgets and the IRA. 

Indeed, if one looks back to the medical world of the 1920s and 1930õs ð it 

all looks very quaint and, from todayõs financial perspective, small time. 

Likewise, decades from now, when one looks back at current circumstances 

the same is likely to be true. The potential financial scale and human impact

of bioscience innovation is far larger than most of us might dare imagine. In fifty 

years no one will remember how many companies had to do a reverse merger in 

2023 or how many traded below cash. To illustrate the scale of what is to come, the 

recent interest in obesity drugs highlights the notion that there could be a drug 

product that has revenue on the same scale as the largest products in our society. 

The day could come when GLP-1õs beat the iPhone in sales and profitability. At 

some level, government and employer desire to throttle demand are not relevant 

when the average American is willing to spend $500 a month out of pocket to 

achieve and maintain normal weight.* And, by the way, it can become an issue for 

employees and those in power in government if they dare not reimburse drug 

products that change the life course of citizens and employees.

The key fundamental of the bioscience sector is the exponential growth of scientific 

knowledge and its application. This has been the result of a long historic 

Enlightenment that began with Descartes, Galileo and many other brave souls. And 

despite current political discourse, the main dividends of the Enlightenment lay 

ahead of us. Progress in the understanding of biology is going to be of primary 

importance to humankind. Itõs not about pharmaceuticals, medical devices or life 

sciences tools. These are industries that commercialize the products of knowledge. 

Itõs the knowledge itself that is going to change humanity. 

We are fortunate to live in a moment when the first gene edited drug has been 

approved and, in a year when decades of work on amyloid clearing and GLP-1õs 

have led to transformative treatments for neurodegeneration and metabolic 

disease.  Biologic innovation has been civilization changing for millennia and will 

continue to be for many more. The opportunities to impact human life and 

civilization using breakthroughs in areas like autophagy, cellular reprogramming, 

gene editing, immunology, incretin biology, RNA, bioelectronics, proteomics and 

synthetic biology remain early in their development.

* If one just took the number of Americanõs that are clinically obese (ignoring the overweight and cautious normal weight) and charged $500 monthly the implied market size would be 

$480 billion. Thatõs just for the United States and assumes no employer/government reimbursement.
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Reason 1:

Biotech Investing Has Paid Off Before



Biotech Stocks Have Consistently Beaten Small Caps 

and Techs Over a Long Period of Time

14
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NBI, S&P 500, Tech Select (XLK) and Russell 2000 Returns, Jan 1999 to Nov 3, 2023

Nasdaq Biotech Index S&P 500 Tech Select (XLK) Russell 2000 Index

Biotech

Up 781%

S&P 500

Up 243%

XLK

Up 395%
Russell 2000

Up 312%

Source: CapitalIQ



Biotech Up Big in Long Run
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NASDAQ Biotechnology Index (NBI), Nov 1993 to Sep 30, 2023

Over the last 30 years biotech stocks are up 20 times.

The CAGR over the last 30 years has been 10.4%.

The CAGR over the last 15 years has been 10.9%

Source: CapitalIQ

Three things can be said about the biotech stock market looking at this 

chart: (1) there have been three temporary runups followed by crashes 

(about one òbubbleó a decade), (2) there are long periods of relative calm 

in between those runups and (3) the overall trend has been up. That is, if 

you ignored the bubbles, the overall trend is one of strong long -term 

growth.



Smoothed Look at 30 Years of NBI Data
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Nasdaq Biotech Index, Centered Moving Average of 1200 Days, Nov 1993 to June 2023

Up 4x in 8 years Flat for 9 years

Up 5x in 13 years

By smoothing the 7,467 days of data what becomes visible is a general long-term uptrend. There 

are òlow frequencyó movements in the trend, however. The òbubbleó of 2000/2001 was followed 

by a nine-year period where the market overall was flat. After this, the long-term growth trend in 

the market picked up again.

Up 20x in 30 years

When one looks at the underlying market trend, itõs very clear that biotech investing involves a long-term uptrend. But one 

must be prepared for occasional long periods of flat performance.

Source: CapitalIQ



If We Go Back to 1930 Does Biopharma Investment Still Win?
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Average Returns, Overall Market versus Pharmaceutical Sector, 1930 to 2015 (Thakor et.al. Study)

Market Pharma

Between 1930 and 2015 there were 17 five -year investment periods. A portfolio of all pharma stocks beat the 

market portfolio in 12 of those time periods ð or 70.5% of the time. Extraordinarily, even though there were three 

five -year time periods when one would have lost money owning a portfolio of all stocks, there was never a 5 -year 

time period when a pharma portfolio actually lost money in the 85 years between 1930 and 2015.

Source: https://www.nature.com/articles/nbt.4023  (Supplement Table 2, GICS classification)

Average market return (1930 to 2015): 9%

Average pharma return (1930 to 2015): 12%

https://www.nature.com/articles/nbt.4023
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Market Pharma Biotech

OK, Pharma Did Well Over Time - But How About Biotech?

18

Between 1980 and 2015 there were 7 five -year investment periods. Both biotech and pharma portfolios beat the 

market portfolio in 5 of the 7 time periods (71% of the time). The average return on the market in the 35 years 

between 1980 and 2015 was 11%. The average return on a portfolio of all pharma stocks was 13% and the average 

return on a portfolio of all biotech stocks in the same time period was 14%.*

Source: https://www.nature.com/articles/nbt.4023  (Supplement Table 2, GICS classification)

Note: a 1% difference in return over 35 years translates to an additional 41% in capital appreciation.

Average market return (1980 to 2015): 11%

Average pharma return (1980 to 2015): 13%

Average biotech return (1980 to 2015): 14%

https://www.nature.com/articles/nbt.4023


19Source: https://www.youtube.com/watch?v=0DIgT32bFV4

Biotech Venture Capital Has Beaten Public Markets
This analysis from Atlas Ventureõs 2023 Year in Review notes that bio venture funds have handily beat public markets.

https://www.youtube.com/watch?v=0DIgT32bFV4


In Many Ways Todayõs Biotech Sector is a Better Place 

to Invest Than It Might Have Been 20 Years Ago

20

Importantly, the biotech sector is evolving to the point where 

investors could look to it as more of a core holding in the future.

In addition to blockbuster drugs, more recently we have seen the 

likes of advanced therapeutic modalities, such as RNA-based 

drugs, as well as gene and cell-based therapies investigated with 

a reasonable amount of success.

Back in 2018, around 80% of the industry consisted of companies 

with a market cap of less than $1bn, many of which were relying 

on a single drug being approved to survive.

Now there is a number of large-cap lower-growth companies, 

which are both highly profitable and cash generative, as well as a 

number of mid -caps, which are either at/approaching profitability 

and are strong commercial entities.

Darius McDermott, FT Advisor , March 23, 2023

1
More Sustainable Multiproduct 

Companies Than Before

AXA Framlington Biotech manager Linden Thomson says that 

alongside growth, the sector also offers a number of defensive 

characteristics.

She says: òCommercially they are typically less dependent on 

economic cycles, as there will always be a need for medicines 

and healthcare as well as breakthrough drugs to treat existing or 

new conditions.

"We are seeing this now as biopharma companies report robust 

quarterly financials in more challenging economic conditions.ó

The sector is also showing signs of maturation ð making it a 

more attractive core holding in challenging periods. There will be 

major opportunities for talented active managers.

Darius McDermott, FT Advisor , March 23, 2023

2
Sheltered from Recessions, Depressions 

and Downturns

Source: https://www.ftadviser.com/investments/2023/03/23/is -now-the-time-to-invest-in-biotechnology

https://www.ftadviser.com/investments/2023/03/23/is-now-the-time-to-invest-in-biotechnology


In Many Ways Todayõs Biotech Sector is a Better Place 

to Invest Than It Might Have Been 20 Years Ago

21

We are in an area where genetics and other ôOmics 

technologies are informing the selection of drug 

target. This has led to a golden era of genetically-

targeted medicines across a wide range of 

modalities including ASOõs, RNAi, gene therapies 

and antibodies.

The development success rates of drugs that have 

been developed based on a genetically-identified 

target has been systematically higher than success 

rates on other types of drugs.

3
Genetically Targeted Medicines are 

More Likely to Do Well
4

R&D is Getting More Efficient ð Spend 

Per Drug Approval is Dropping

Ringel  et.al., Boston Consulting Group, April 16, 2020

òEarly in the last decade, researchers at Sanford 

Bernstein published ôEroomõs Lawõñ Mooreõs Law in 

reverse ñ that the all -in cost of R&D on new drugs 

approved by the US FDA had risen exponentially for 

60 years (Nat. Rev. Drug Discov. 11, 191ð200; 2012). 

Starting around 2010, the trend line changed, with a 

net result of an additional 0.7 new molecular entity 

(NME) launches per billion US$ of R&D spending per 

year by 2018.ó

Source: https://www.nature.com/articles/d41573 -020-00059-3

https://www.nature.com/articles/d41573-020-00059-3


Ventner and Cohen Saw the Impact of the Genome in 2004

22

òIf the 20th century was the century of 

physics, the 21st century will be the 

century of biology. While combustion, 

electricity and nuclear power defined 

scientific advance in the last century, the 

new biology of genome researchñwhich 

will provide the complete genetic 

blueprint of a species, including the 

human speciesñwill define the next.ó

Craig Venter and Daniel Cohen

òThe Century of Biology,ó 2004

Craig Venter
Daniel Cohen

Source: https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540 -5842.2004.00701.x

https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-5842.2004.00701.x
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The pace of disease gene discovery as 

cataloged by the OMIM Morbid Map 

Scorecard. 

The phenotypeðgene relationships are 

tabulated in OMIMõs Morbid Map of the 

Human Genome (Morbid Map). Currently, over 

6,200 phenotypes have been attributed to 

molecular alterations in over 3,900 genes 

(Figure 1). 

OMIM as of Nov 2023 lists 4,857 genes 

with a phenotype -causing mutation and 

7,444 phenotypes with a known molecular 

basis.

Source: omim.org

Explosion in Understanding of Genetics and Disease 
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Drug Candidates with Genetic Supporting Evidence Are 2-3 

Times More Likely Than Normal to be Approved

Figure 1. Impact of genetic evidence characteristics on relative 

success. A) Proportion of target -indication (T-I) pairs with genetic 

support, P(G), as a function of highest phase reached. Bars are 

Wilson 95% confidence intervals. B) Sensitivity of relative success 

(RS) from phase I launch of T-I pairs with genetic evidence to 

source of human genetic association. D) Sensitivity of RS for OTG 

GWAS-supported T-I pairs to binned variables: i) year in which a 

T-I pair first acquired human genetic support from GWAS, 

excluding replications and excluding T-I pairs otherwise 

supported by OMIM, ii) number of genes exhibiting genetic 

association to the same trait, iii) quartile of effect size (beta) for 

quantitative traits, iv) quartile of effect size (odds ratio, OR) for 

case/control traits standardized to be >1 (i.e., 1/OR if <1), and v) 

order of magnitude of minor allele frequency bins. Bars are Katz 

95% confidence intervals. 

Eric Vallabh Minikel , Jeffery L Painter, Coco Chengliang  Dong and Matthew R. Nelson, òRefining the 

impact of genetic evidence on clinical success,ó MedRxiv , June 29, 2023.

Source: https://www.medrxiv.org/content/10.1101/2023.06.23.23291765v1.full

Note: This paper looks at RS (the odds of a genetically-motivated drug target getting approved versus a non -genetically defined drug target). If 

RS=1 then the odds would be the same. In almost all cases, RS is over 2 and, for some subsets, it is over 3.

https://www.medrxiv.org/content/10.1101/2023.06.23.23291765v1.full


Odds of Approval of the Genetically Identified Drug 

Target Can Go Much Higher Than Twice Normal

25

òWe found strong and statistically significant positive 

associations between GWAS genetic evidence and 

drug success when considering only the highest 

confidence SNP-gene links, characterized as having a 

leading SNP with R2
 > 0.9 to a variant predicted to be 

highly or moderately deleterious.ó

òUnder this model, approval is positively associated 

with trait similarity for supporting GWAS and OMIM 

associations, with 95% credible intervals excluding zero 

(Fig 2A). When associated traits are sufficiently similar 

(for GWAS, roughly the similarity between Stomach 

Neoplasms and Colorectal Neoplasms), gene target-

indication pairs with GWAS or OMIM associations are 

more likely to be approved.ó

Source: https://journals.plos.org/plosgenetics/article?id=10.1371/journal.pgen.1008489

King EA, Davis JW, Degner  JF. Are drug targets with genetic support twice as likely to be approved? Revised estimates of the impact 

of genetic support for drug mechanisms on the probability of drug approval. PLoS Genet. 2019 Dec 12;15(12):e1008489.

https://journals.plos.org/plosgenetics/article?id=10.1371/journal.pgen.1008489
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Source: Alnylam Investor R&D Day, Dec 15, 2022 (https://capella.alnylam.com/wp -content/uploads/2022/12/Alnylam -RD-Day-2022.pdf)

Example of High POS Made Possible By Genetic 

Targeting: Alnylam RNAi Platform

https://capella.alnylam.com/wp-content/uploads/2022/12/Alnylam-RD-Day-2022.pdf


R&D Spend Per New Drug Approval is Dropping

27

Early in the last decade, researchers at Sanford Bernstein published 

ôEroomõs Lawõñ Mooreõs Law in reverse ñ that the all -in cost of R&D on 

new drugs approved by the US FDA had risen exponentially for 60 years 

(Nat. Rev. Drug Discov. 11, 191ð200; 2012). Among the potential 

contributing factors underlying the trend, the authors highlighted a 

progressively higher bar for improvements over existing therapies (the 

ôbetter than the Beatlesõ problem) and a progressive lowering of risk 

tolerance by regulatory agencies (the ôcautious regulatorõ problem). 

However, as the researchers posited might happen, about the same time 

Eroomõs Law was published, it was already being broken. Here, we analyse 

the changes and discuss the underlying factors. 

Breaking the law: how and why

Starting around 2010, the trend line changed, with a net result of an 

additional 0.7 new molecular entity (NME) launches per billion US$ of 

R&D spending per year by 2018 (P <1.5× 10Ĭ10) (Fig. 1a). This change is 

seen not just in the raw count but also with the value -weighted count of 

drugs (P <2.5× 10Ĭ5) (Fig. 1b), which is more pertinent from both an 

investor and patient perspective, albeit noisier to measure (Drug Discov. 

Today 22, 1749ð1753; 2017).

Ringel  et.al., Boston Consulting Group, April 16, 2020

Source: https://www.nature.com/articles/d41573 -020-00059-3

https://www.nature.com/articles/d41573-020-00059-3


Bottom Line

28

Evidence going back to the 1930s shows that 

the biopharmaceutical industry has been a 

good place to invest relative to the overall 

stock market.

Itõs well known that past performance is not 

necessarily predictive of future returns. Thus, 

we ask how investment conditions today 

compare to those of the past.

While, of course, we are not able to forecast 

future returns, we can say that there are 

numerous reasons to think that fundamental 

investment conditions today for the biopharma 

sector are, if anything, better than in the past.
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Reason 2:

Valuations are Attractive Now



We Have Spent 2023 in a Biotech Shakeout Period

30
Source: https://www.bloomberg.com/news/articles/2023 -02-13/biotech -went-through -its-ipo-boom-now-the-shakeout-is-underway

https://www.bloomberg.com/news/articles/2023-02-13/biotech-went-through-its-ipo-boom-now-the-shakeout-is-underway


There Are Still Over 200 Life Science Companies Trading Below 

Cash Today

31
Source: CapitalIQ

Prior to 2021 it was rare for a 

biotech company to trade below 

cash.

In general, when a company trades 

below cash it is a sign of a major 

value disconnect between investors 

and the companyõs management 

and board as it assumes that the 

company will destroy value. 

Investors are saying this company is 

better off dead than alive. As seen in 

the previous section, history tells a 

very different story. 

In the long run, on average, biotech 

companies create tremendous value.
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Entire Biotech Sector is Worth Less Than 30% of Peak (Feb. 2021)
If you added up the value of every public biotech company in the world it would be $173 billion. This is just 6% of 

what pharma is worth.

Source: CapitalIQ. Biotechs are defined as any therapeutics company without an approved product on any global stock exchange. Last week included a removal of a commercial company with a $7bn value.
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Rajiv Kaul of Fidelity: 

Now is a Good Time to Invest in Biotech

33

òSo, thereõs a lot of pain out there. And ê a long-term investment 

perspective is what we take here at Fidelity. Weõre trying to build some 

of the most amazing biotech companies of the future and that takes a 

long time and requires a lot of capital. And itõs not easy to get 

breakthrough drugs that are transformative for patients and payors. 

So, if you have that sort of mindset that you would like to stay withê I 

donõt know if I could pick a better time [to invest in biotech]. I 

donõt want to hype it obviously. I donõt know whatõs going to happen in 

the next month, next three months or this year. 

In the short-term people seem very focused on macro concerns, interest 

rate hikes, recession, who knows. With global macro political events 

there is always something to be worried about.ó (Jan 20, 2023)

Source: Source: https://twitter.com/BiotechCH

Rajiv Kaul

Fidelity

https://twitter.com/BiotechCH


Rajiv Kaul of Fidelity: This is a Great 

Environment for Stock Picking

34

ò[W]eõve seen valuations for [biotech] companies 

come back down to earth, coming closer to their 

fundamental values. 

On the other hand, those companies with strong 

science and management teams that are able to 

allocate capital efficiently, should be positioned 

to outperform, as weõre in an environment driven 

by stock picking, rather than sentiment.ó  (Sep 28, 

2023)

Source: https://www.reddit.com/r/fidelityinvestments/comments/16p95jt/im_rajiv_kaul_the_portfolio_manager_for_the

Rajiv Kaul

Fidelity

https://www.reddit.com/r/fidelityinvestments/comments/16p95jt/im_rajiv_kaul_the_portfolio_manager_for_the


Sentiment is Not Good Now

35

In many conversations with market participants in recent 

months, there is an ebbing of optimism ð the sense that this 

market will turn soon or is turning now. 

We have heard this from many biotech CEOs and investors.

One of the effects is that investors are trigger happy on 

negative news. 

For example, bad news recently sent Akeroõs stock down 70% 

and 89Bio instantly joined suit, even though it had no specific 

negative news.

Conversations with fund managers identify many groups that 

are òcutting back exposureó until the new year.  The market is 

increasingly bifurcated. One observer said to us:

òThe bifurcation of the haves and have nots is a key aspect of the 

todayõs biotech market and is becoming ever more evident. 

Sentiment remains terrible as ôhave notõ stocks are getting 

pounded into the ground while the ôhavesõ are struggling to just 

stay in place.ó



Recent Sentiment-Related Quotes from Twitter

36

ò#BiotechHangout kicks off with a discussion of market 

sentiment. @daphnezohar notes òsentiment still seems 

very negative despite some good news on inflation and 

interest rates.ó @cngarabedian  adds òwe all remain very 

hopefuló and weõre waiting to feel like weõre out of the 

woods.ó

Biotech Hangout Chatter, Nov 17, 2023

òBiotech is back to where it was 5 or 6 years ago. There are 

dozens of compelling entry points in biotech as a result of 

the bubbleõs collapse. That said, innovation is better than 

itõs ever been and more orderly than itõs ever been,ó argues 

@biotech1. @timopler heard a more negative take at the 

Stifel conference: òI donõt think people have gotten that 

memo yet.ó

Ϧ{ŜƴǘƛƳŜƴǘ ǘƻǿŀǊŘ ōƛƻǘŜŎƘ ǊŜƳŀƛƴǎ ŦǊŜŜȊƛƴƎΦά

Adam Feuerstein, Stat+, Nov 1, 2023

άLǘ Ŏŀƴ ōŜ ǿŜƛǊŘ ŘǊƛǾƛƴƎ ŀǊƻǳƴŘ ŀ ōƛƻǘŜŎƘ Ƙǳō 
when you see names on enormous buildings 
that are now penny stocks.έ

Brad Loncar, Head, Biotech TV, Nov 17, 2023



Media Stories Reinforce Biotech Gloom

37

Barronõs

Axios

Endpoints News

Biopharma Dive

These stories would leave you with the impression that biotech is set for a long -term period of depressed values.

Trustnet



But Does Sentiment Matter?

38

Few will doubt that biotech investors today do not have a good view of the market.

There is a general view of pessimism as to how the biotech markets are going to perform.

But, why is this relevant at all? That is, shouldnõt stocks perform according to their underlying 

fundamentals?

We raise this question simply to point out that if mood does matter then itõs relevant to think about 

it as a factor that could be reversible without any change in fundamentals.

Further, if it matters and one is right about fundamentals then mood might actually cause 

fundamentals (e.g., values relative to an innovation opportunity) to not matter.

In the famous words of Franklin Delano Roosevelt at the depths of the Great Depression: òAll we 

have to fear is fear itself.ó

Why should any of us care that biotech investors are in a bad mood?



Academic Research on Mood and Sentiment

39

Cohen-Charash Y, Scherbaum  CA, Kammeyer -Mueller JD, Staw BM., òMood 

and the market: can press reports of investors' mood predict stock prices?,ó 

PLoS One, Aug 28, 2013.

òWe examined whether press reports on the collective mood of 

investors can predict changes in stock prices. We collected data on the 

use of emotion words in newspaper reports on traders' affect, coded 

these emotion words according to their location on an affective 

circumplex in terms of pleasantness and activation level, and created 

indices of collective mood for each trading day. Then, by using time 

series analyses, we examined whether these mood indices, depicting 

investors' emotion on a given trading day, could predict the next day's 

opening price of the stock market. The strongest findings showed that 

activated pleasant mood predicted increases in NASDAQ prices, while 

activated unpleasant mood predicted decreases in NASDAQ prices. We 

conclude that both valence and activation levels of collective mood 

are important in predicting trend continuation in stock prices.ó

Source: https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3756040/

Sentiment is a thing.

It can impact markets. 

There is overwhelming 

evidence from the 

behavioral finance 

literature that investor 

sentiment can create local 

distortions in stock prices. 

If investors are happy and 

excited, stock prices tend 

to go up. If collective mood 

is negative, then the 

opposite is possible.

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3756040/


Moodõs Impact on Stocks Tends to be Self-Correcting

40

Paul Tetlock,  òGiving Content  to  Investor  Sentiment : the  Role of  the  

Media  in  the  Stock Market,ó Journal  of  Finance, May  8, 2007

òI quantitatively measure the interactions between the media and the 

stock market using daily content from a popular Wall Street Journal 

column. I find that high media pessimism predicts downward pressure 

on market prices followed by a reversion to fundamentals , and 

unusually high or low pessimism predicts high market trading volume. 

These and similar results are consistent with theoretical models of noise 

and liquidity traders, and are inconsistent with theories of media 

content as a proxy for new information about fundamental asset 

values, as a proxy for market volatility, or as a sideshow with no 

relationship to asset markets.ó

Source: https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540 -6261.2007.01232.x

The impact of bad investor 

sentiment on short -term 

market direction is well 

understood by academics.

In this study, Paul Tetlock 

showed that the impact of 

pessimism on markets tended 

to be self -correcting insofar as 

depressed share prices create 

a fundamental buying 

opportunity for dispassionate 

investors.

https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.2007.01232.x


Remembering 2002 and 2003

41

We have been in down cycles before. In 2002 there was an environment of high rates, massive pressure on pharma 

earnings, patent challenges and a perception of earnings disappointments. Sentiment was dark and the thought 

was that the pharma industry would never recover.

Source: Steve Plag, Pharmaceutical Fundamentals, CSFB, October 2002.



Bruce Booth Reminds Us: Whatõs Old is New

42

Comments made in the E&Y Biotech Review Report of 2003 Could Have Been Made Today.

Source: https://www.youtube.com/watch?v=0DIgT32bFV4

https://www.youtube.com/watch?v=0DIgT32bFV4
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Bruce Booth Notes Many 

Similarities Between Now 

and 20 Years Ago

Source: https://www.youtube.com/watch?v=0DIgT32bFV4

https://www.youtube.com/watch?v=0DIgT32bFV4


Market Rebirth:

What Happened After the E&Y Resilience Report?

44

The Nasdaq Biotechnology Index

Tripled
in the decade that followed.



Itõs D®j¨ Vu All Over Again: Comments from 2016

45

òBiotech shares fall after Clinton 

tweet sparks selloffê

Biotechnology shares fell 

[dramatically] after Democratic 

presidential candidate Hillary Clinton's 

tweet about price gouging by 

drugmakers sent biotechnology shares 

lower [week of Sep. 21]. The Nasdaq's 

Biotechnology Index fell about 14%. 

Much of the selling was profit taking 

in a market that has rallied nearly 

600% since the bull market began 

in 2009.ó

T. Rowe Price analysts 

ÁIPOõs getting pulled although a few are going through. Itõs obviously 

going to be tougher going for public equity access.

ÁThis does not bode well for the crossover market nor for the VC 

market.

ÁAs a result, we are in the most bearish period for life sciences stocks 

since 2009.

ÁWe think that Medicare reforms on pricing of orphan drugs that are off 

patent are likely but that pricing of on-patent drugs for rare conditions 

will remain robust.

ÁPayors unlikely to unilaterally change pricing of rare disease drugs. No 

precedent or support in the system.

ÁBig Pharma not yet in bargain hunting mode on biotech. Waiting for 

prices to level out at a lower level. This is risky for them.

ÁThe deal market is slowing considerably. CEOõs do deals when they 

and their investors are confident.

It felt in 2016 like the biopharma industry had hit a pothole from which it could not recover.



Market Rebirth:

What Happened After the 2016 Downturn?

46

The XBI more than 

Tripled
in the five years from the trough point of 2016.



Bottom Line

47

We find ourselves today near a low 

point in biotech investor sentiment . 

The XBI is trading at around 70 ð well 

down from where it has been in recent 

years. Investors, in general, are 

concerned and many are pulling out of 

the market.

There is a fundamental explanation of 

whatõs been happening. High interest 

rates  have been a negative for long 

duration investments like biotech. Our 

data would suggest that sentiment  is 

also playing a role. Many market 

events and observations are hard to 

explain with any fundamental story 

linked to interest rates.

Importantly, the research shows that 

negative sentiment tends to be self -

correcting . It can only stay down for 

so long in the face of improving 

fundamentals. And improve they have. 

As noted in the next section, 

employment pressure on prices is 

easing and inflation has been falling in 

recent months.



48

Reason 3:

Improving Macro Picture



Macro Picture is Now Favorable For Biotech

49
Source: https://www.nytimes.com/2023/11/03/business/economy/jobs -report -october-2023.html

We have gone from a world where macro was a massive headwind to biotech investors to one where it is turning 

into a tailwind.

1
U.S. Jobs Growth in Slowing Down:

This is What the Fed Wants 2
U.S. Inflation is Also Slowing Down:  

Further Good News for the Fed

Source: https://www.nytimes.com/live/2023/11/14/business/cpi -inflation -fed

https://www.nytimes.com/2023/11/03/business/economy/jobs-report-october-2023.html
https://www.nytimes.com/live/2023/11/14/business/cpi-inflation-fed
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In January of this year, when the Journal carried out its next survey, economists were still predicting a recession and job cuts. òFor 2023 as a whole, 

economists expect that payrolls will decline by 7,000 a month on average,ó the paper reported. These predictions couldnõt have been more wrong. 

About the only thing the economists got right was that inflation would continue to fall, but even there they underestimated t he pace of decline. 

Earlier this week, the Labor Department reported that the consumer-price inflation fell to 3.2% in October, reversing a slight pickup over the 

summer. And with gas prices still falling, it seems perfectly possible that the the November figure for consumer -price inflation could begin with a 

two.

Taken together, these figures show that the American economy has greatly outperformed expectations over the past year, shocking some of those 

who argued that a big slowdown and higher unemployment would be required to break the back of inflation. òThe US combination of strong 

growth, low unemployment and falling inflation looks rather like the ôimmaculate disinflation,õ in which I, for one, disbelieved,ó Martin Wolf, the 

Financial Timesõ chief economics commentator, wrote last week. Even the former Treasury Secretary Larry Summers, who is now a professor at 

Harvard and said last year that it would likely take an unemployment rate of 6% to òsignificantly restrain inflation,ó has rowed back a bit. òGiven how 

strong the economy has been, thereõs still a surprise in whatõs happened to inflation,ó Summers told Bloomberg earlier this week.

To be fair to the inflation hawks, the immaculate disinflation that Wolf referred to has no precedent in recent history, and it has also surprised 

policymakers at the Fed. At their December, 2022, meeting, Jerome Powell and his colleagues predicted G.D.P. growth of just 0.5% in 2023 and an 

unemployment rate of 4.6% in the October-to-December quarter. Both of these predictions were way off, but in a good way.

The debate will go on, as will the parallel discussion about why, according to opinion polls, most ordinary Americans think that the U.S. economy is 

doing badly, and give Joe Biden negative ratings on this front. But the fact that many people are still bummed about the pric e of groceries and the 

level of mortgage rates shouldnõt be allowed to obscure what is shaping up as a historic victory over inflation. Thatõs where we are, and itõs worth a 

holiday toast. 

The New Yorker (excerpt)

Source: https://www.newyorker.com/news/our -columnists/economists-struggle-to-come-to-terms-with-immaculate-disinflation

https://www.newyorker.com/news/our-columnists/economists-struggle-to-come-to-terms-with-immaculate-disinflation


Fed Hiking Cycle Looks Done After US Jobs Report 

Shows Cooling

51

A cooling US job market gives the Federal Reserve room to keep interest rates on hold in 

December and reinforces market views that the US central bank is done with the most 

aggressive hiking campaign in four decades.

Nonfarm payrolls increased 150,000 last month, less than expected, following a downwardly 

revised 297,000 advance in September, a Bureau of Labor Statistics report showed Friday. 

The unemployment rate climbed to 3.9%, and monthly wage growth slowed.

òPut a fork in it ð they are done,ó said Jay Bryson, Wells Fargo & Co. chief economist. òIf 

you are an FOMC official, this is what you wanted to see. This is very good news for the Fed.ó

The US central bankõs policy-setting Federal Open Market Committee voted on Wednesday 

to hold interest rates at a 22-year high for a second straight meeting. Fed Chair Jerome 

Powell told reporters in a press briefing that itõs an open question whether the central bank 

would need to hike again, and that itõs òproceeding carefully,ó an assessment thatõs often 

suggested a reluctance to raise rates in the near term.

Steve Matthews, Bloomberg , Nov 3, 2023

Source: https://www.bloomberg.com/news/articles/2023 -11-03/fed-hiking-cycle-looks-done-after-us-jobs-report -shows-cooling?srnd=premium

https://www.bloomberg.com/news/articles/2023-11-03/fed-hiking-cycle-looks-done-after-us-jobs-report-shows-cooling?srnd=premium


Big Climb in Long Treasury Yields Has Reversed

52
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United States Treasury 10 Year Bond Yield, Nov 18, 2022 to Nov 17, 2023

Ten-Year US Treasury 

Bond Yields have 

dropped by over 50 

basis points since 

peaking a month 

ago.

Thatõs a huge move 

and a big positive 

for biotech.



Important to Recall that Biotech Typically Recovers Well 

Before Fed Easing Begins
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On average, since 1994 the Nasdaq Biotech Index (NBI) has gone up 68% of the time.

Only four of the last 28 years have seen the Fed initiate a tightening cycle, marked by an increase in Fed Funds.

The NBI rose by year end in three of those four years (75%). Current negative market conditions could easily reverse before the Fed 

begins to reduce rates in 2024.
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Fed Funds Rate versus Nasdaq Biotech Index, 1993 to 2021

Fed Funds Rate Nasdaq Biotech Index

Source: Fed Funds rate from FRED, Federal Reserve Bank of St. Louis. NASDAQ Biotech Index from CapitalIQ.
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Unemployment Rate

In United States

CPI Inflation Rate, US

(Lowest in 2 years)

Covid-19 U.S. death rate last week

Lowest since the Pandemic began

Likelihood that the Fed will 

reduce the discount rate in the 

next six months

In many ways, we find 

ourselves in a òGoldilocksó 

moment in U.S. economic 

history.
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