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Chuck Jaffe, in this episode of The NAVigator podcast interviewed Dan Omstead, global head of
health care investments at abrdn, part of the team running the firm's Healthcare Investors, Life
Science Investors, Healthcare Opportunities and World Healthcare funds. Read the Q&A below
as Dan says that after several years of struggling, the recent rally in healthcare and biotech is
significant, the start of a positive trend that should be able to withstand the pressures of an
election year to keep running higher from here. Omstead identifies a few areas —
most notably the GLP-1 weight management drugs — that have the potential to not

only change the world but to become massive sellers as they make and take over the

market.

Dan Omstead

The podcast can be found on AICA’s website by clicking here: https://aicalliance.org/alliance-

content/pod-cast/

CHUCK JAFFE: Dan Omstead, global head of healthcare investments at abrdn is here, and
we're talking about investing in the healthcare sector now on The NAVigator. Welcome to
The NAVigator, where we talk about all-weather active investing and plotting a course to
financial success with the help of closed-end funds. The NAVigator is brought to you by the
Active Investment Company Alliance, which is a unique industry organization that
represents all facets of the closed-end fund industry from users and investors to fund

sponsors and creators. If you're looking for excellence beyond indexing, The NAVigator will
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point you in the right direction. And today we’re pointed in the direction of healthcare with
Dan Omstead, who was the chief executive officer at Tekla Capital Management, that’s a fund
sponsor that was running four funds when it was acquired by A-B-R-D-N, or abrdn if you will.
Those four funds now carry the abrdn label, they are abrdn Healthcare Investors, abrdn Life
Sciences Investors, abrdn Healthcare Opportunities, and abrdn World Healthcare. You can
learn more about the firm and the funds at abrdn.com. And if you want to size up closed-end
funds, interval funds, and business-development companies generally, go to AICAlliance.org,
that's the website for the Active Investment Company Alliance. Dan Omstead, welcome back
to The NAVigator.

DAN OMSTEAD: Thanks Chuck, happy to be here.

CHUCK JAFFE: Last time you and I spoke for The NAVigator it was June of 2021, we were still
coming out of the pandemic and you were talking about the promise of a new generation of
healthcare stocks. Well, depending on which sector in healthcare, some of that promise has
been realized, but a lot of it is still out there. [t's been interesting to me as ['ve talked to guests
on Money Life that we have had a number of investors saying, “Now is the time to rotate
towards healthcare, and more specifically biotech,” but they’re generalists, you're a
specialist. You're in healthcare all the time, is this a particularly good time for healthcare?
DAN OMSTEAD: Well, I'm optimistic, you know? The big picture here has and will be positive,
right? The population is getting older, people spend more money as they get older on
healthcare, the innovation in the sector continues unabated and with really impressive
results, and so when you combine that demand increasing in both size and scope and the
availability of new products, I think that that’s a win over any reasonable period of time.
Having said that, as you say, the last couple of years have been tough for healthcare in
general, biotech in particular, and so I would say since the time you mentioned, things have
been tough in biotech. But then in the last six months or so we've had a very impressive rally
in the biotech space, SMID biotech in particular. So if you're an optimist you say, “Wow, this
is going up really good. Things are pretty good, all the fundamentals are solid, I'm in.” If
you'’re a pessimist you say, “Holy cow, you’ve had this big run, maybe it's not time.” Honestly,
I'm an optimist, so personally I think there’s more to come over any reasonable period of

time, in biotech in particular but in healthcare in general.
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CHUCK JAFFE: Has healthcare and biotech been industries that have been particularly hit by
the changing interest rate environment? You're talking about companies that need to be
raising capital, raising capital, a lot tougher in an environment where you've got to pay a lot
more for the money. Has that been part of the issue, and would we expect healthcare to
benefit when we see the Fed start to trim back on rates?

DAN OMSTEAD: Well, I think yes and no, it’s sort of both size and subsector-dependent, right?
[ would say one of the reasons why biotech was weak for that period from ‘21 till now is
because you’ve had an increase in rates and in the SMID-cap space they spend a lot of money,
they don’t always make up more than they spend, and so capital is important and that’s |
think been a good portion of why biotech was weak. The bigger companies in the sector are
less dependent on interest rates and are pharmaceuticals are sometimes thought of as being
defensive, so l would say yes, for biotech in particular and SMID biotech for sure, normalizing
rates should be a positive for that group.

CHUCK JAFFE: There has been a recent pickup in merger and acquisition activity generally
across the market, in healthcare a little bit we're seeing signs. Is there a next wave of mergers
and acquisitions to come? And if so, what does that mean for the industry?

DAN OMSTEAD: I'm optimistic about that. So the big picture is that large pharmaceutical
companies depend on small companies in large part for their pipeline. If you get into the
analysis and look at all the details, you find that the big companies, so-called drug companies,
all the ones you’ve heard of have a bunch of products coming off patent here in the coming
years. And so they’re going to look both to their internal pipelines but also to these very cool,
interesting, and novel biotech companies to provide pipelines that they can acquire. And so
you've been having a pickup in this kind of thing, there was a decent M&A event this morning
where a UK-based pharma bought a French biotech company, so I think that you're going to
continue to see more and more of that as two things happen; data from the small companies
are positive and as pharma gets closer and closer to the so-called loss of exclusivity that
happens when their products go off patent. Again, I'm optimistic about the prospects for
M&A and the impact that such prospects would have on the sector in general.

CHUCK JAFFE: We of course are ramping up for an election, the future of healthcare a

distinctive issue that will be discussed throughout the whole proceedings. How much do you
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worry that the outcome of the election will have an impact on healthcare, and what would
be the impact you would expect?

DAN OMSTEAD: So [ would say this would be one of the things they need to think hard about.
For a long time one of the main parties was very pro-healthcare and the other was not so
much. I would say everybody’s picking on healthcare and biotech these days as far as the
election is going, and so I think this is going to be a limiting factor until you get the election
over with, and then I think you’ll get an even better performance. Whatever you're going to
see for the positives I just mentioned in the short time, once the election is over I think you’ll
have even the potential for more upside after the election.

CHUCK JAFFE: For a long time leading up to the pandemic it would have been easy to look at
healthcare and go, “Here’s a sector that has been a strong positive, that's been a plus sector,
you can expect better than market returns from it and of course there’s eternal and always
growing demand.” But it has cooled off as we’ve discussed a little bit broadly and specifically
on the biotech side. What's the long-term outlook for you? [ mean, what is the appropriate
expectation that an investor should have if they’'re buying healthcare and theoretically doing
it through one of your funds?

DAN OMSTEAD: In general | would say that from what I know and see, paying your bills for
medical procedures and insurance and healthcare are about the last thing that somebody
gives up on, and so I think this provides a floor for the sector, and as a result the sector has
traditionally been looked at as being kind of defensive, so that keeps a reasonable
expectation or a base in the sector. [ think innovation is continuing to go through the roof,
cool stuff happening every day, and one of the great things about my job is I get to look at
some new solution for cancer or some other disease. Every day a CEO comes in and says,
“Here’s how I can cure cancer,” or cure this disease or whatever with the company, and this
is both a fun thing to work on but more importantly a fantastic thing both for the country
and for individuals in particular, so I think the prospects are good. I'll say what I said before,
and that is that as people get older they spend more money, and the population is getting
older, so this all leads in my mind to having basically a defensive sector where you get upside
from the prospects that people buy products and don’t fail to pay their bills. It’s just [ think a

good sector and a very cool place to be.
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CHUCK JAFFE: Is there one healthcare development or pending development, one of those
treatments that you see perhaps or what have you, you don’t have to necessarily mention
the stocks involved behind it, but is there one that excites you more than the rest? Is there
one thing that you just kind of go, “Yeah, I think they’re going to get this”? The same way that
we saw Moderna when it figured out the vaccine go from small company to giant, is there
something out there where you're looking going, “Here’s the problem that I think
healthcare’s ready to solve, and [ want to be invested in that solution”?

DAN OMSTEAD: Yeah, I think the so-called GLP-1 products, these are the ones that are out
there that are treating diabetes and obesity, these products have already but are continuing
to create a market that might be the biggest new market ever, maybe even eclipsing what
you saw with the Covid vaccines from Moderna, as you say. These drugs have tremendous
benefits for people who are obese, people who are diabetic, you have lots of cardiovascular
and other kind of side-effect benefits that are coming out of these drugs, many of the subset
analysts are talking hundreds of billions of dollars of revenue coming here in the next four,
five, six years. So this group is one of the few things I've seen in healthcare that just everyone
knows about and is almost certainly going to change the world in a way that you have hardly
ever seen. It's a very cool space and a very interesting opportunity, not only for obesity and
weight loss and diabetes but for a whole plethora of related conditions with cardiovascular,
kidney, and so forth. Very cool space, I think.

CHUCK JAFFE: Dan, it's been very cool talking with you about that space and healthcare in
general. Thanks so much for joining me on The NAVigator.

DAN OMSTEAD: Anytime, be well.

CHUCKJAFFE: The NAVigator is a joint production of the Active Investment Company Alliance
and Money Life with Chuck Jaffe. And yes, I am Chuck Jaffe, and I'd love it if you’'d check out
my hour-long weekday show on your favorite podcast app or by going to
MoneyLifeShow.com. To learn more about interval funds, closed-end funds, and business-
development companies go to AICAlliance.org, that's the website for the Active Investment
Company Alliance. They’'re on Facebook and LinkedIn @AICAlliance. Thanks to my guest Dan
Omstead, he’s the global head of healthcare investments at abrdn, and he oversees four
closed-end funds there, abrdn Healthcare Investors, abrdn Life Sciences Investors, abrdn

Healthcare Opportunities, and abrdn World Healthcare. Learn more about the firm and the
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funds at abrdn.com. The NAVigator podcast is new every Friday, make sure you don’t miss
an episode by subscribing or following along on your favorite podcast app. We'll see you

again next week, and until then, happy investing everybody.

Recorded on March 14, 2024

To request a particular topic for The NAVigator podcast please send an email to:
TheNAVigator@AlCalliance.org

Click the link below to go to the home page of Active Investment Company Alliance to learn more:
https://AlCalliance.org/

Disclosure: Views and opinions expressed are for informational and educational purposes only as of the
date of production/writing/speaking and may change without notice at any time based on a multitude of
factors. Speaker's/presenter's/author's opinions are their own and may not necessarily represent the
opinions of AICA, its Board, or its staff- Materials may contain “‘forward-looking” information that is not
purely historical in nature, such as projections, forecasts, market return estimates, proposed or expected
portfolio composition, and other items. Listed closed-end funds and business development companies
trade on exchanges at prices that may be above or below their NAVs. There is no guarantee that an
investor will be able to sell shares at a price greater than or equal to the purchase price or that a closed-
end fund's discount will narrow. Non-listed closed-end funds and business development companies do not
offer investors daily liquidity but rather offer liquidity on a monthly, quarterly or semi-annual basis, often
on a small percentage of shares. Closed-end funds often use leverage, which can increase the fund's
volatility (i.e., risk). Actual distribution amounts may vary with fund performance and other conditions.
Past performance is no guarantee of future results. This material is not intended to be a recommendation
or investment advice, does not constitute a solicitation to buy, sell or hold a security or an investment
strategy, and is not provided in a fiduciary capacity. Shares of closed-end funds are subject to investment
risks, including the possible loss of principal invested. Closed-end funds frequently trade at a discount to
their net asset value (NAV).
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