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5th July 2016 

Sector View 

Healthcare Top Picks Q3 2016: Shire jumps in and takes Actelion’s seat, others remain 

   
 

 

 1 M 3 M 6 M 31/12/15 

Healthcare 1.3% 9.6% -5.0% -5.0% 

DJ Stoxx 600 -3.5% -0.3% -9.2% -9.2% 
*Stoxx Sector Indices 

 

Companies covered 

ABLYNX BUY EUR18 

Last Price EUR11,89 Market Cap. EUR724m 

ACTELION BUY CHF173 

Last Price CHF165,5 Market Cap. CHF18,888m 

ADOCIA BUY EUR100 

Last Price EUR46,16 Market Cap. EUR316m 

ASTRAZENECA BUY 5100p 

Last Price 4502,5p Market Cap. GBP56,939m 

BAYER NEUTRAL U.R. 

Last Price EUR90,69 Market Cap. EUR74,996m 

BIOMERIEUX BUY EUR122 

Last Price EUR122,25 Market Cap. EUR4,823m 

BONE THERAPEUTICS BUY EUR30 

Last Price EUR16,745 Market Cap. EUR115m 

CELLECTIS BUY EUR37 

Last Price EUR24,14 Market Cap. EUR853m 

CELYAD NEUTRAL EUR20 

Last Price EUR21,79 Market Cap. EUR203m 

DBV TECHNOLOGIES BUY EUR91 

Last Price EUR59,46 Market Cap. EUR1,433m 

ERYTECH BUY EUR48 

Last Price EUR21,29 Market Cap. EUR169m 

FRESENIUS MED.CARE BUY EUR94 

Last Price EUR78,16 Market Cap. EUR23,976m 

FRESENIUS SE BUY EUR73 

Last Price EUR66,23 Market Cap. EUR36,170m 

GALAPAGOS BUY EUR64 

Last Price EUR49,345 Market Cap. EUR2,275m 

GENEURO BUY EUR18,2 

Last Price EUR8,8 Market Cap. EUR129m 

GENMAB BUY DKK1600 

Last Price DKK1237 Market Cap. DKK74,015m 

GLAXOSMITHKLINE BUY 1740p 

Last Price 1600p Market Cap. GBP77,958m 

INNATE PHARMA BUY EUR18 

Last Price EUR10,41 Market Cap. EUR560m 

IPSEN BUY EUR63 

Last Price EUR56,06 Market Cap. EUR4,667m 

KORIAN NEUTRAL EUR29 

Last Price EUR29,29 Market Cap. EUR2,328m 

LDR HOLDING 
Tender to  
the offer 

 

Last Price USD36,99 Market Cap. USD1,081m 

MORPHOSYS BUY EUR62 

Last Price EUR37,685 Market Cap. EUR1,000m 

 

 

 

   

    

 

 

LOOKING BACK ON Q2 2016 

Q2 2016 was a strange quarter actually and if Healthcare performed very well in the end, this was 
largely because it appeared to be the safest heaven over the few days following the Brexit vote. UK 
healthcare stocks in particular skyrocketed by more than 10% in a single week. Before that, healthcare 
stocks did not show particularly strong momentum and simply showed signs of a stabilisation after a 
difficult start to the year. 
 
So, thanks to the Brexit vote, Healthcare achieved an outstanding relative performance of more than 
11% compared to the Stoxx Europe 600, meaning +8.7% in absolute terms. As always, some of the large 
cap pharmaceutical stocks were behind the performance considering their weight in the overall index 
but it was also supported by stellar performances from some small to mid-cap healthcare stocks this 
time. In the first category are the three UK names as previously highlighted (Shire +17.2%, AZN +14.5%, 
GSK +13.6%) but also Novartis, up 15%. Of course, when reported in EUR, the performances are not so 
good but nevertheless remain strong and positive. In the second category are Galapagos, Nicox and 
Genmab all up by more than 30% during the quarter. However, it is also worth mentioning that some 
small biotech companies did not fully recover from a difficult quarter which also includes one specific 
large cap name, Bayer, for obvious reasons (bid over Monsanto). 
 
To note also in our coverage the bid over LDR by Zimmer Biomet at USD37 per share (+45% in Q2). 
Genmab (+33%) benefited from strong daratumumab data whereas Celyad (-43%) suffered from 
disappointingly negative results for its lead stem cell therapy product candidate, C-CURE, in CHF 
(CHART-1 trial). Lastly, Novo-Nordisk did not benefit from positive data for SUSTAIN-6 (to be presented 
at EASD) and LEADER (presented at ADA) and stock was flat over the quarter (+0.8%). 
 
WHAT WE SEE FOR Q3 2016 

Since inception of the Top Pick List in 2012, this is one of the toughest quarters to assess in our view 
because macro trends are quite difficult to handle and to predict for the coming weeks and months. 
 
In particular, we are fundamentally positive on UK names but we do question how they are going to 
perform in the post-Brexit environment as we might finally see some cash-out from UK funds, 
impacting healthcare stocks in the end. We also see moving parts if not binary events for non-UK stocks 
which we are not fully comfortable with like the final outcome for Bayer in Monsanto’s bid, for Roche 
with APHINITY’s phase III results or for Novartis with Entresto and Alcon at mid-year. Obviously, PDUFA 
dates for both lixisenatide and iGlarLixi during the quarter will be key events for Sanofi but even more 
substantially for Zealand.  
 
As such, we have tried to take reasonable risks while keeping our exposure to the healthcare sector 
unchanged i.e. with four stocks included in the List for the quarter to come. This results in one change 
with the inclusion of Shire and exit of Actelion. 
 

CONCLUSIONS AND TOP PICKS 

Here is the list of healthcare stocks included in BG’s Top Pick List for Q3 2016: Ablynx, Fresenius SE, 
Ipsen and Shire. 

ACTELION (BUY – FV CHF173): we have decided not to include the stock this quarter after a strong 
performance over the last two quarters although we expect another strong set of quarterly numbers to 
be released on 21st July with another highly likely increase in guidance for core EBIT in 2016. With 
Opsumit still performing very well (driven by the US), the increasing likelihood of not seeing US generic 
bosentan this year and a strong take-off of Uptravi in the US, we believe that Actelion will upgrade its 
guidance to low-to-mid teen’s growth. And we do not see this reflected yet into CS figures as 
Bloomberg suggests expectations are for a modest 11.4% core operating income growth in reported 
terms whereas we cautiously (in our view) expect Actelion to report 13.1%. As a reminder, in Q1, 
currencies played positively by 6pp (+8% underlying, +14% reported) with Uptravi just starting. 
Although we expect the positive currency impact to reduce somewhat, we believe it will remain 
positive by at least 3-4%. Now, we also expect investors to pay increasing attention to the mid-term 
over the short-term and we do not see a lot coming through in Q3 to help from that perspective. 
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NICOX CORPORATE EUR14 

Last Price EUR12,19 Market Cap. EUR279m 

NOVARTIS NEUTRAL CHF89 

Last Price CHF80,45 Market Cap. CHF211,351m 

NOVO NORDISK NEUTRAL DKK400 

Last Price DKK363,5 Market Cap. DKK731,567m 

ORPEA BUY EUR79 

Last Price EUR74,49 Market Cap. EUR4,474m 

QIAGEN NEUTRAL EUR22 

Last Price EUR19,845 Market Cap. EUR4,757m 

ROCHE HOLDING BUY CHF293 

Last Price CHF256,7 Market Cap. CHF180,348m 

SANOFI NEUTRAL EUR83 

Last Price EUR75,02 Market Cap. EUR96,549m 

SHIRE PLC BUY 6500p 

Last Price 4672p Market Cap. GBP41,996m 

TRANSGENE CORPORATE EUR12 

Last Price EUR2,54 Market Cap. EUR98m 

UCB NEUTRAL EUR80 

Last Price EUR67,2 Market Cap. EUR13,071m 

ZEALAND BUY DKK176 

Last Price DKK122,5 Market Cap. DKK3,005m 

    
 

 

 

 

 

SHIRE (BUY – FV GBp6,500): We believe Shire displays an outstandingly attractive risk-reward as 1/ we 
expect an above-industry average EPS growth of 14% over the 2015-2020e period; 2/ nearly 85% of our 
2020 sales estimate is derived from already commercialised products; 3/ at current levels, SHP trades 
on a 55% discount to CSL on 2017e P/E (30% compared with the European sector as a whole). In our 
view, this gap will be significantly reduced thanks to the very next catalysts… and namely (i) the 
approval of lifitegrast as a treatment for dry-eye disease on the 22nd July (impact on our FV: -GBp150 if 
negative / +GBp150 if positive); 2/ the (likely) increase in anticipated cost synergies with Baxalta on 2nd 
August (FV: +GBp200 assuming an updated guidance of USD750m vs USD500m previously). 

 

IPSEN (BUY – FV EUR63): We still consider Ipsen well placed to take advantage of the next quarter to 
convince an increasing number of investors that it is worth looking at the ongoing deep change taking 
place within the group. Not only will second-quarter figures show an overall improvement in 
momentum vs the poor first-quarter impacted by tender phasing and wholesaler inventories with the 
exception of a solid continuing trend for Somatuline in the US but we also anticipate the quarter to 
result in two key triggering events: (i) CHMP positive opinion for cabozantinib in second-line renal cell 
carcinoma is expected in September whereas new data might be disclosed ahead of the ESMO meeting 
both in first and second line; (ii) arrival of new CEO by September is also likely. If Somatuline has the 
potential to surprise CS on the upside with its US peak sales and maybe more with its influence on 
profits, we think that cabozantinib is even less well captured by CS. Recently unveiled data in RCC carry 
strong potential for the drug and maybe stronger than initially thought although competition with IO 
(including Opdivo) is expected to be fierce. Last but not least, our understanding is that position of 
Marc de Garidel has clarified over the last few months and we expect his influence at the head of the 
Board, in close collaboration with Anne Beaufour and the new CEO, to help Ipsen’s perspectives over 
the medium and long term. 

 

ABLYNX (BUY – FV EUR18). We maintain Ablynx in our top pick list as Q2 should be a turning point with 
the publication results from the two trials evaluating ALX-0061 in rheumatoid arthritis’ patients. While 
results from the first trial expected in July, should give a good trend of the product’s efficacy, we would 
not look at statistical significance (no placebo arm). The second however should provide us with data 
enabling us to better assess the company’s IL-6, hence its potential in the RA space. As a reminder, we 
have assumed EUR1.5bn in peak sales for the product candidate. We believe that interactions with 
AbbVie have been reinforced over the past weeks and should the latter decide to opt-in, Ablynx would 
be eligible for a USD75m milestone payment. Positive results would add EUR3 to our Fair Value. 

 

FRESENIUS SE (BUY – FV EUR73). Fresenius SE also stays in. While comps should be stronger in Q2 for 
Fresenius SE, we see no short term threat to the company’s ability to maintain 1/ top line trends and 2/ 
profitability, mainly for KABI in the US. Monitoring of the US drug shortages situation show us that 
although the number of shortages shrank in the US since June 2015 (50 to 44), KABI still benefits from 
more than 20 of them, which should enable the division keep up with strong growth margins in Q2. The 
recent appreciation in the USD against the EUR should also benefit KABI which generates 56% of its 
EBIT in the US compared with around 1/3rd of sales. The promotion of Stephan Sturm to CEO following 
Ulf Mark Schneider's departure does not change the equity story and we expect the transition to be 
seamless with no operative shake-up. Our numbers for the year are within the high end of the 
company’s guidance which we view as conservative (organic topline growth BGe7.4% vs. guidance 6-
8%, Net Income growth BGe 12.3% vs guidance 8-12%). 
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Bryan Garnier stock rating system 
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows: 

Stock rating 

BUY 
Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a 

recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of 

elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock 

will feature an introduction outlining the key reasons behind the opinion. 

NEUTRAL 
Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to 

be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary 

event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key 

reasons behind the opinion. 

SELL 
Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a 

recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of 

elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock 

will feature an introduction outlining the key reasons behind the opinion. 

Distribution of stock ratings  

  

BUY ratings 72%  NEUTRAL ratings 0% SELL ratings  28% 

Research Disclosure Legend 

1 Bryan Garnier  shareholding 
in Issuer 

Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a 
shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company 
that is the subject of this Report (the “Issuer”). 

No 

2 Issuer shareholding in Bryan 
Garnier 

The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members 
of the Bryan Garnier Group. 

No 

3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are 
significant in relation to this report 

No 

4 Market maker or liquidity 
provider 

A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or 
in any related derivatives. 

No 

5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager 
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives. 

No 

6 Investment banking 
agreement 

A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the 
Issuer relating to the provision of investment banking services, or has in that period received payment or been 
promised payment in respect of such services. 

No 

7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of 
this Report. 

No 

8 Analyst receipt or purchase 
of shares in Issuer 

The investment analyst or another person involved in the preparation of this Report has received or purchased 
shares of the Issuer prior to a public offering of those shares. 

No 

9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied 
to investment banking transactions performed by the Bryan Garnier Group. 

No 

10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing 
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate 
finance services from the Issuer in the next six months. 

No 

11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the 
securities or derivatives of the Issuer. 

No 

12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the 
securities or derivatives of the Issuer. 

No 

13 Bryan Garnier executive is 
an officer 

A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s 
household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or 
subsidiaries.  The name of such person or persons is disclosed above. 

No 

14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the research, nor the timing of the publication of 
the research has been influenced by any knowledge of clients positions and that the views expressed in the 
report accurately reflect his/her personal views about the investment and issuer to which the report relates and 
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific 
recommendations or views expressed in the report. 

Yes 

15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, 
price target/spread and summary of conclusions removed). 

No 

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com 
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Important information  

This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and arrangements required 
for investment research as set out in the FCA’s Conduct of Business Sourcebook. 
This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier & Co 
Limited is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 178733) and is a member of the London Stock Exchange. Registered address: Beaufort 
House 15 St. Botolph Street, London EC3A 7BB, United Kingdom 
This Report is provided for information purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell relevant securities, including securities mentioned in this 
Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be construed as, 
investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.  
The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the accuracy of 
which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or warranty is given or 
should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law neither the Firm nor any associated 
company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to the Firm and/or associated companies which 
are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the subject of this Report.  
This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this Report.  
Past performance information contained in this Report is not an indication of future performance. The information in this report has not been audited or verified by an independent party and 
should not be seen as an indication of returns which might be received by investors. Similarly, where projections, forecasts, targeted or illustrative returns or related statements or expressions 
of opinion are given (“Forward Looking Information”) they should not be regarded as a guarantee, prediction or definitive statement of fact or probability. Actual events and circumstances 
are difficult or impossible to predict and will differ from assumptions. A number of factors, in addition to the risk factors stated in this Report, could cause actual results to differ materially 
from those in any Forward Looking Information.  
Disclosures specific to clients in the United Kingdom  
This Report has not been approved by Bryan Garnier & Co Limited for the purposes of section 21 of the Financial Services and Markets Act 2000 because it is being distributed in the United 
Kingdom only to persons who have been classified by Bryan Garnier & Co Limited as professional clients or eligible counterparties. Any recipient who is not such a person should return the 
Report to Bryan Garnier & Co Limited immediately and should not rely on it for any purposes whatsoever.  
Notice to US investors  
This research report (the “Report”) was prepared by Bryan Garnier & Co Limited for information purposes only. The Report is intended for distribution in the United States to “Major US 
Institutional Investors” as defined in SEC Rule 15a-6 and may not be furnished to any other person in the United States. Each Major US Institutional Investor which receives a copy of this 
Report by its acceptance hereof represents and agrees that it shall not distribute or provide this Report to any other person. Any US person that desires to effect transactions in any security 
discussed in this Report should call or write to our US affiliated broker, Bryan Garnier Securities, LLC. 750 Lexington Avenue, New York NY 10022. Telephone: 1-212-337-7000.  
This Report is based on information obtained from sources that Bryan Garnier & Co Limited believes to be reliable and, to the best of its knowledge, contains no misleading, untrue or false 
statements but which it has not independently verified. Neither Bryan Garnier & Co Limited and/or Bryan Garnier Securities LLC make no guarantee, representation or warranty as to its 
accuracy or completeness. Expressions of opinion herein are subject to change without notice. This Report is not an offer to buy or sell any security.  
Bryan Garnier Securities, LLC and/or its affiliate, Bryan Garnier & Co Limited  may own more than 1% of the securities of the company(ies) which is (are) the subject matter of this Report, 
may act as a market maker in the securities of the company(ies) discussed herein, may manage or co-manage a public offering of securities for the subject company(ies), may sell such securities 
to or buy them from customers on a principal basis and may also perform or seek to perform investment banking services for the company(ies).  

Bryan Garnier Securities, LLC and/or Bryan Garnier & Co Limited  are unaware of any actual, material conflict of interest of the research analyst who prepared this Report and are also not 
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