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CIO sees long-term investment opportunities in healthcare. (Getty)

Looking for long-term growth in
healthcare and beyond
06 May 2024, 3:49 pm CEST, written by UBS Editorial Team

CIO looks at how personalized healthcare innovations may unlock long-term investment opportunities in
the fast-growing fields of oncology, genetic therapies, and medtech—as well as other opportunities beyond
technology.

Investors looking for long-term healthcare opportunities are increasingly focused on solutions that combine new
technologies with personalization.

One recent development was the 26 April headline announcing that the first UK patients will begin a phase 3 trial
of a personalized mRNA cancer treatment, known as mRNA-4157 (V940), at University College London Hospitals NHS
Foundation Trust. Developed by Moderna and Merck, the vaccine aims to provide a cure for melanoma and potentially
other cancers through customization to each patient's particular tumor, with the goal of enhancing survival rates and
preventing the cancer’s recurrence.

But without taking single-name views, we note that investor enthusiasm should be tempered by that fact that seeming
“breakthrough” treatments can be subject to failure, strict regulatory treatment, or long timescales for commercialization.

With this in mind, CIO suggests far-sighted investors with an interest in alternative growth themes look at three particular
areas of healthcare for diversified investment ideas:

Oncology. CIO thinks that aging populations will lead to rising global cancer incidence in the coming years, with the
rate of growth in new cases potentially running at more than double the rate of population growth until 2040. With the
present market for oncology drugs worth around USD 160bn and currently growing at a low-double-digit rate, we see
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potential for it to grow sustainably at above-GDP growth rates in the medium term. We favor a diversified investment
strategy, biased toward growth stocks, but with exposure to defensive, income-generating pharma stocks.

Genetic therapies. Genetic therapies offer a revolutionary approach by acting "upstream" of traditional drugs to target
the fundamental causes of diseases. This offers scope to provide cures for rare and inherited diseases, and possibly
applications in more common conditions. We think the field may be supported by an increasingly positive regulatory
outlook, with the US Food and Drug Administration expecting to approve 10–20 new cell and gene therapies per year by
2025. With a projected market size of over USD 25bn in sales by 2026, we see significant growth potential in this sector,
which could be augmented by further biopharma acquisition interest as capital market activity normalizes through 2024.

Medtech – especially medical devices. Aging populations and a near 30% growth rate in the over-65 age group to
more than one billion people by 2030 will likely create more opportunities for companies selling medical products and
devices. Medical devices may reduce the risk of worsening of a treated condition, improve users’ quality of life, or solve
problems currently untreatable with drugs. We estimate the total size of five key markets for implantable or wearable
devices—ophthalmology, orthopedic implants, hearing aids, dental implants and aligners, and cardiovascular devices–to
have stood at around USD 140 billion in 2023. However, we see considerable opportunity for this to expand as major
emerging economies like China and India raise their GDP share of healthcare expenditure.

Seeking long-term growth opportunities aligns with CIO’s Message in Focus to look for opportunities beyond technology.
We see numerous compelling ideas in regional champions, high-quality companies with market-leading positions, strong
brands, and high free cash flow generation that can perform well whatever the market cycle phase. We also like structural
growth themes linked to greentech amid the low-carbon transition, and the ocean economy.

For more information, please review our Introduction to the healthcare sector, Equity Preferences and Opportunties beyond
technology reports.

With thanks to Lachlan Towart (UBS Chief Investment Office) for his contribution.
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Non-Traditional Assets

Non-traditional asset classes are alternative investments that include hedge funds, private equity, real estate, and managed 
futures (collectively, alternative investments). Interests of alternative investment funds are sold only to qualified investors, and 
only by means of offering documents that include information about the risks, performance and expenses of alternative investment 
funds, and which clients are urged to read carefully before subscribing and retain. An investment in an alternative investment fund 
is speculative and involves significant risks.  Specifically, these investments (1) are not mutual funds and are not subject to the same 
regulatory requirements as mutual funds; (2) may have performance that is volatile, and investors may lose all or a substantial amount 
of their investment; (3) may engage in leverage and other speculative investment practices that may increase the risk of investment 
loss; (4) are long-term, illiquid investments, there is generally no secondary market for the interests of a fund, and none is expected 
to develop; (5) interests of alternative investment funds typically will be illiquid and subject to restrictions on transfer; (6) may not be 
required to provide periodic pricing or valuation information to investors; (7) generally involve complex tax strategies and there may 
be delays in distributing tax information to investors; (8) are subject to high fees, including management fees and other fees and 
expenses, all of which will reduce profits. 

Interests in alternative investment funds are not deposits or obligations of, or guaranteed or endorsed by, any bank or other insured 
depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board, or any 
other governmental agency. Prospective investors should understand these risks and have the financial ability and willingness to accept 
them for an extended period of time before making an investment in an alternative investment fund and should consider an alternative 
investment fund as a supplement to an overall investment program. 

In addition to the risks that apply to alternative investments generally, the following are additional risks related to an investment in 
these strategies:

 Hedge Fund Risk: There are risks specifically associated with investing in hedge funds, which may include risks associated with
investing in short sales, options, small-cap stocks, “junk bonds,” derivatives, distressed securities, non-U.S. securities and illiquid
investments.

 Managed Futures: There are risks specifically associated with investing in managed futures programs. For example, not all managers
focus on all strategies at all times, and managed futures strategies may have material directional elements.

 Real Estate: There are risks specifically associated with investing in real estate products and real estate investment trusts. They
involve risks associated with debt, adverse changes in general economic or local market conditions, changes in governmental, tax,
real estate and zoning laws or regulations, risks associated with capital calls and, for some real estate products, the risks associated
with the ability to qualify for favorable treatment under the federal tax laws.

 Private Equity: There are risks specifically associated with investing in private equity. Capital calls can be made on short notice,
and the failure to meet capital calls can result in significant adverse consequences including, but not limited to, a total loss of
investment.

 Foreign Exchange/Currency Risk: Investors in securities of issuers located outside of the United States should be aware that even
for securities denominated in U.S. dollars, changes in the exchange rate between the U.S. dollar and the issuer’s “home” currency
can have unexpected effects on the market value and liquidity of those securities. Those securities may also be affected by other
risks (such as political, economic or regulatory changes) that may not be readily known to a U.S. investor.
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