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Overweight: The reasons to be so (in 
healthcare)  

Healthcare companies across emerging markets hold interesting investment opportunities, according to 
Newton 1Global Emerging Markets team.    

Targeted healthcare solutions are proving a popular – and extensive – area in some emerging markets, 
causing managers of the Global Emerging Markets (GEM) strategy at Newton to reallocate assets there and 
away from conventional hospitals.   

In relating the opportunities they see across emerging markets within the healthcare space, the Newton 
GEM managers went on to point out countries like India look interesting – outside of hospitals. “Over the 
past 18 months, the Indian government has focused on the pricing of various healthcare services.  In 
February 2018 it capped the prices of stents, slashing prices by up to 85% - this has led to a sharp drop in 
the profitability of hospitals.  Knee cap implants have also been restricted.”  

Over the life of the Newton GEM strategy (launched in May 2011), the team has consistently held between 
5-7% in healthcare; the majority of the time this allocation has been via hospitals. Today the strategy has 
just under 7% in the sector but instead of healthcare infrastructure, the exposure is more towards therapy 
providers.  By contrast the MSCI Emerging Market net dividend index has a 2.8% in the healthcare sector 
as a whole.    

Newton’s emerging and Asian equity team says: “We have gradually evolved away from hospitals exposure 
because as a more extensive emerging market healthcare infrastructure takes shape, so too do regulatory 
and competitive pressures grow. We believe higher returns and higher barriers to entry can increasingly be 
found in more targeted healthcare solution providers that address the growing need to tackle ‘lifestyle 
diseases’ and the rising consumer demand for health insurance. Thus, exposure has been increased in 

both biologic drug producers and insurers.”   

An increase in so-called lifestyle diseases (those associated with the way someone lives – such as heart 
disease, stroke, obesity and type 2 diabetes) has been rising for years in emerging markets. According to 
the World Health Organisation (WHO)’s report 10 years in public health 2007-2017 the number of adults 
worldwide living with diabetes has almost quadrupled since 1980. “Like population-wide obesity, its 

precursor, diabetes is increasing most markedly in the cities of low- and middle-income countries.”   

The report goes on to note: “The Asia-Pacific region is generally considered the epicentre of the diabetes 
crisis. In these countries, people develop the disease earlier, get sicker, and die sooner than their 
counterparts in wealthier countries. Evidence is mounting that bodies programmed during gestation and 
early childhood to survive on low energy intake are metabolically challenged when confronted with even 
modest increases in calorie intake. Some researchers believe this may be one reason why people in India 
and China develop diabetes about a decade earlier than people of European origin and can do so following 
only a small weight gain.”  

In some of Asia’s most populous countries, a generation that grew up in rural poverty, with too little to eat 
and jobs involving hard manual labour, now lives in urban high-rise apartments, with sedentary jobs and 
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food environments loaded with cheap and convenient calories, the WHO states. “Partly as a result of these 
changes, millions of people lifted out of poverty to join the booming middle class now find themselves 
trapped in the misery of diabetes and all its costly complications.”   
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Tackling such changes in healthcare has thrown up a variety of investment opportunities and this shift in the 
GEM strategy has been positive for performance, according to Newton.    

One such example is China Biologic Products, which was a notable performer for the GEM strategy in this 
area over the three months to end of May. The plasma-based biopharmaceutical company founded in 2002 
specialises in numerous products, one area of which is auto-immune deficiency diseases.  

Another example is 3SBio, the share price of which rose by 56% in US dollar terms, over the three months 
to end of May, Newton says. With a 4.1% weight in the GEM strategy, it alone added 1.7% to relative 
outperformance over the three month period. 3SBio develops, manufactures, markets, and sells 
biopharmaceuticals (a pharmaceutical drug product manufactured in, extracted from, or semisynthesized 

from biological sources, often isolated from living sources—human, animal, plant, fungal, or microbial).   

3SBio is known for products treating ailments and diseases including rheumatoid arthritis, psoriasis, chronic 
kidney disease as well as chemotherapy-induced anemia and the reduction of allogeneic blood transfusion 
in surgery patients.2  

The GEM managers highlight 3SBio as a good example of their preference for long-term structural growth 
stories at attractive entry valuations as it was a poor performer in 2016 but became a top 10 performer in 

2017 and also in 2018 so far this year, according to Newton.  

Over the past three months (ending 31 May) other positive performers in the GEM strategy have included 
stock selection within the financials sector. Exposure in this area has included Asian life and healthcare 
insurance provider AIA Group and Indian financial services company Edelweiss.   

Newton Emerging Markets Equity Composite (vs. MSCI Emerging Markets NR index)  
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Source: Newton, as at 31 May 2018. The strategy adheres to the same investment approach as Newton’s Global Emerging Markets Fund. 
Performance calculated as total return, income reinvested, gross of fees, in GBP. Fees and charges apply and can have a material effect 
on the performance of your investment. Newton claims compliance with the Global Investment Performance Standards (GIPS). A GIPS 
compliant presentation is available upon request via your BNY Mellon Investment Management EMEA contact.       

Past performance is not a guide to future performance. The value of investments can fall. Investors may not get back 
the amount invested.  Currency Risk: This strategy invests in international markets which means it is exposed to 
changes in currency rates which could affect the value of the portfolio.Emerging Markets Risk: Emerging Markets have 
additional risks due to less-developed market practices.  

For Professional Clients and, in Switzerland, for Qualified Investors only.  This is a financial promotion  and is not 
investment advice.   

Any views and opinions are those of the investment manager, unless otherwise noted. This is not investment research or a 
research recommendation for regulatory purposes. Portfolio holdings are subject to change, for information only and are not 
investment recommendations.   

BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and its subsidiaries. BNY Mellon Investment 
Management EMEA Limited and any other BNY Mellon entity mentioned are all ultimately owned by The Bank of New York 
Mellon Corporation.    
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