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KEY TAKEAWAYS

•  �In our view, tremendous innovation in recent years means health care  
stocks present a compelling opportunity to invest for potential financial  
return and social impact. 

•  �Solid earnings growth and recent underperformance mean health care stocks  
have been trading at attractive valuations relative to the broader market.

•  �Graying populations worldwide and economic progress in developing economies 
mean the health care sector benefits from powerful, long-running secular  
demand trends.

As measured by research output and FDA drug approvals, innovation has reached  
all-time highs in recent years.
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Health Care Innovation Likely Presents Huge 
Opportunity for Financial Return and Social Impact

We believe health care has the potential to be one of the 
most rewarding areas for investment in the future, allowing 
investors to benefit financially while also supporting a 
tremendous social good. The sector has recently offered 
compelling earnings growth and stock valuations, but risks 
from pandemic-related disruptions and uncertainty remain.

One factor underpinning our belief is the commercialization 
of innovative scientific research that has been in development 
for years. This innovation could transform many areas of 
health care, such as providing new ways to treat disease and 
deliver health care to patients. 

In therapeutics, for example, we’ve seen the development of 
new modes of treatment, including gene therapy, cell therapy 
and RNA. These new ways of treating diseases are beginning 
to be commercialized and reach populations who need them. 

Powerful new diagnostic and data analytics allow more 
efficient research, diagnosis and potentially better outcomes. 
To give just one example, liquid biopsies now enable better 
opportunities to diagnose and treat some cancers. 

As a result, we think health care companies at the forefront 
of a wave of innovation are poised for growth. We believe 
these powerful technological, demographic and market  
trends suggest an opportunity for investors to do well while 
doing good.

Health Care Valuations Remain Attractive

Health care companies offer compelling opportunities for 
strong growth at attractive valuations. Figure 1 shows the 
health care sector’s valuation premium or discount gap across 
time versus the broad market. While the valuation gap has 
closed in recent years, the sector’s current lower valuation 
remains in place. 

While these data are global, it’s the same story in U.S. 
markets, where the health care sector is trading at a price 
approximately 18 times 2022’s forecasted earnings. That  
is cheaper than the broad market P/E ratio of 19 times.

Health Care Stocks Offer Compelling Earnings Growth

In combination with its more attractive valuation is the sector’s 
persistent earnings growth. As shown in Figure 2, health 
care earnings have been more resilient and reliable during 
downturns going back to the Great Financial Crisis. This 
durable earnings growth stands in contrast to economically 
cyclical companies whose fundamentals tend to rise in 
good economic periods but fall in poor ones. We think that 
earnings persistence is particularly attractive in today’s 
uncertain economic environment.

Data from 12/30/2011 – 12/31/2021. Source: FactSet.

1 Health Care Stocks Are Cheap  
Relative to the Broader Market 

MSCI WORLD HEALTH CARE FORWARD P/E PREMIUM VS. MSCI WORLD

Data from 1/31/2007 – 12/31/2021. Source: FactSet.

2 Health Care Stocks Have Outearned the Market 
During Good and Bad Economic Periods 

MSCI WORLD VS. MSCI WORLD HEALTH CARE - EARNINGS PER SHARE
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Health Care Sector Risks and Opportunities in 2022

One major challenge we see for health care companies 
comes from the high level of spending and the need for 
greater efficiency. Consider that health care spending 
accounts for just under 20% of the U.S. economy with the 
majority attributable to health care services, while the sector 
represents about 13% of the S&P 500® Index.1 This gives  
you some idea of the size and diversity of the sector. 

But these conditions also create regulatory risk in the form 
of price controls for drugs and medical services. Elsewhere, 
there is significant secular growth in health care demand, 
which is rising along with developing populations, particularly 
in Asian countries such as China and India. In these cases 
and elsewhere, the challenge is to provide broad, equitable 
access to quality care. 

While we’ve framed these as risks for the health care sector, 
the reality is that these challenges present investment 
opportunities to create the largest social and financial  
impact for investors. Our goal is to find companies that 
help solve those problems, companies that enable greater 
efficiency in the delivery and efficacy of care. We seek 
companies providing solutions to unmet medical needs— 
thus the focus on innovation with respect to treatments, 
delivery and cost controls. 

Ultimately, we are optimistic that health care is in a golden 
age of innovation and generating solutions and treatments  
for some of the world’s most intractable diseases. We think 
this makes the sector attractive for investors seeking to do 
good while doing well over time. Add to that health care’s 
attractive valuations and earnings growth, and we believe  
the future is bright.

We Believe Our Health Care Portfolio Is Positioned for 
Sustained Long-Term Growth

The health care strategy remains oriented toward innovative 
health care companies that are addressing significant medical 
needs. As we enter 2022, there are sizable allocations to 
companies creating new or innovative treatments for various 
diseases and neurological disorders. We also hold sizable 
allocations in companies producing more productive and 
efficient equipment used for research, diagnostics and the 
development of new treatments. 

Our current overweights reflect this combined positioning 
in the Health Care Equipment and Biotechnology industries 
versus the benchmark. The portfolio also remains underweight 
in traditional, large pharmaceutical companies where we see 
less capability for innovation.

Investing for Impact Along Four Dimensions

In keeping with our tradition of supporting medical research 
to find treatments for cancer and other gene-based 
diseases while acting in the best interest of our clients, 
American Century and our strategic partner, Nomura Asset 
Management, launched the Healthcare Impact Equity Strategy 
in November 2018 in Japan. 

The strategy seeks to invest in companies we believe are 
positioned for sustained above-average growth and have a 
positive societal value.* These two qualities are not exclusive 
within our framework and must overlap as we evaluate 
each company’s ability to generate a positive impact on 
society as it attains its fundamental growth objectives. The 
portfolio is designed to align with United Nations Sustainable 
Development Goal 3 (SDG 3) to “ensure healthy lives and 
promote well-being for all at all ages.” 

More specifically, the strategy invests in companies creating 
solutions for health care-related issues in these areas that  
roll up to SDG 3: 

1)  �New or innovative treatments for diseases  
including cancer. 

2)  �Access to medicines and health care services  
in both developed and emerging markets. 

3)  �New solutions that lead to lowering the cost  
of health care. 

4)  �More productive and efficient equipment, services  
and software used for research, diagnostic tests  
and therapies.

In addition, the strategy’s portfolio managers work closely  
with American Century’s ESG and Investment Stewardship 
team to ensure that any ESG risks our ESG integration 
process identifies are not financially material to our 
investment thesis. In some cases, the portfolio management 
team engages with the holdings to confirm their SDG 3 
alignment and impact projections.

FOR FINANCIAL PROFESSIONAL USE ONLY/NOT FOR DISTRIBUTION TO THE PUBLIC

1 National Health Expenditure Data Fact Sheet, U.S. Centers for Medicare & Medicaid Services, 2020; Morningstar, as of January 31, 2022.
*See important information for detailed definitions, applications and risks related to ESG capabilities.

https://institutional.americancentury.com/content/institutional/en/investments/capabilities/global-growth-equity/health-care-impact-equity.html
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*ESG DISCLOSURES 
The vast majority of American Century’s investment 
strategies are subject to the incorporation of ESG factors 
into the investment process employed by each strategy’s 
portfolio managers. When portfolio managers incorporate 
Environmental, Social and Governance (ESG) factors into an 
investment strategy, they consider those issues in conjunction 
with traditional financial analysis. When selecting investments, 
portfolio managers incorporate ESG factors into the portfolio’s 
existing asset class, time horizon, and objectives. Therefore, 
ESG factors may limit the investment opportunities available, 
and the portfolio may perform differently than those that 
do not incorporate ESG factors. Portfolio managers have 
ultimate discretion in how ESG issues may impact a portfolio’s 
holdings, and depending on their analysis, investment 
decisions may not be affected by ESG factors.

ESG DEFINITION
ESG Focused: An investment strategy that focuses on 
Environmental, Social and Governance factors (“ESG”) 
seeks to invest, under normal market conditions, in securities 
that meet certain ESG criteria or standards in an effort to 
promote sustainable characteristics, in addition to seeking 
superior, long-term, risk-adjusted returns. This investment 
focus may limit the investment opportunities available to a 
portfolio. Therefore, the portfolio may underperform or perform 
differently than other portfolios that do not have an ESG 
investment focus. ESG-focused investment strategies include 
but are not limited to impact, best-in-class, positive screening, 
exclusionary, and thematic approaches.”
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Sustainable Development Goals (SDGs) are a collection of 17 global goals set by the United Nations General Assembly. They were developed by 
a global team of industry and government leaders and adopted by all 193 member states. The SDGs include 17 goals and 169 attendant targets 
aimed at solving some of the world’s most pressing problems by 2030. The goals include eradicating poverty, providing environmental resources, 
and achieving gender and income equity. 

The opinions expressed are those of the portfolio team and are no guarantee of the future performance of any American Century Investments 
portfolio. This information is for an educational purpose only and is not intended to serve as investment advice. References to specific securities are 
for illustrative purposes only and are not intended as recommendations to purchase or sell securities. Opinions and estimates offered constitute our 
judgment and, along with other portfolio data, are subject to change without notice. 

This information is not intended as a personalized recommendation or fiduciary advice and should not be relied upon for investment, accounting, 
legal or tax advice. No offer of any security is made hereby. This material is provided for informational purposes only and does not constitute a 
recommendation of any investment strategy or product described herein. This material is directed to professional/ institutional clients only and should 
not be relied upon by retail investors or the public. The content of this document has not been reviewed by any regulatory authority. 

This promotion has been approved with limitations, in accordance with Section 21 of the Financial Services and Markets Act, by American Century 
Investment Management (UK) Limited, which is authorized and regulated by the Financial Conduct Authority. This promotion is directed at persons 
having professional experience of participating in unregulated schemes and units to which the communication relates are available only to such 
persons. Persons who do not have professional experience in participation in unregulated schemes and units to which the communication relates 
are available only to such persons. Persons who do not have professional experience in participation in unregulated schemes should not rely on it. 
should not rely on it.

American Century Investment Management (UK) Limited is registered in England and Wales. Registered number: 06520426. Registered office: 12 
Henrietta Street, 4th Floor, London, WC2E 8LH. 

American Century Investment Management (Asia Pacific) Limited currently holds Type 1 and Type 4 registrations from the Securities and Futures 
Commission (SFC). American Century Investment Management, Inc. is not registered with the SFC. 

The material in this document is published for general informational purposes only. This document is not designed for the purpose of providing a 
financial product or investment advice. The information contained in this document does not take into account your particular investment objectives, 
financial situation or investment needs. You should seek personal financial product or investment advice and consider whether the information 
contained in this document is appropriate to your particular investment objectives, financial situation and investment needs before making an 
investment decision.

American Century Investment Management, Inc. is exempt from the requirement to hold an Australian financial services licence under the 
Corporations Act 2001 (Cth) (Australian Corporations Act) in respect of the financial services it provides to “wholesale clients” for the purposes of 
the Australian Corporations Act and does not hold such a licence. American Century Investment Management, Inc. is regulated by the Securities and 
Exchange Commission under United States laws which differ from Australian laws. Any financial services given to any person by American Century 
Investment Management, Inc. in Australia are provided pursuant to ASIC Class Order [CO 03/1100]. 

American Century Investment Management, Inc. is not authorised by is the German Federal Financial Supervisory Authority (Bundesanstalt für 
Finanzdienstleistungsaufsicht (BaFin)). 

American Century Investments (EU) GmBH is registered with the German Federal Financial Supervisory Authority (Bundesanstalt für 
Finanzdienstleistungsaufsicht (BaFin)).

For purposes of compliance with the Global Investment Performance Standards (GIPS® Investment Performance Standards (GIPS®), the Firm is 
defined as American Century Investment Management, Inc. (ACIM). ACIM claims compliance with the Global Investment Performance Standards 
(GIPS®). The Health Care Impact Equity strategy seeks to provide a total return that exceeds the benchmark over a market cycle using a fundamental 
growth equity investment strategy targeting U.S. companies engaged in the health care sector and a portfolio constructed to align with the United 
Nations Sustainable Development Goal (SDG) of ensuring healthy lives and promoting well-being for all. Index futures (and currency forwards and 
futures, where applicable or appropriate) are occasionally used to equitize cash and manage portfolio risk. Other derivative instruments may be used, 
as allowed, as part of the investment strategy. Returns are calculated and stated in U.S. dollars. The return may increase or decrease as a result of 
currency fluctuations. Returns for periods less than one year are not annualized. 

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or 
quality of the content contained herein.

To receive a complete list of composite descriptions and/or a GIPS® Composite Report, contact:

American Century Investments® 

4500 Main Street 
Kansas City, MO 64111 
1-866-628-8826 

330 Madison Avenue 
New York, NY 10017 
1-866-628-8826 

70 Main Street
New Canaan, CT 06840 
1-866-628-8826 

360 East 2nd Street, 5th Floor
Los Angeles, CA 90012
1-866-628-8826

2 Ice House Street 
Hong Kong
+852 3405 2600

12 Henrietta Street 
London, WC2E 8LH 
+44 20 7024 7080

1 Farrer Place 
Sydney, NSW, 2000 
+61 2 8823 3403

Taunusanlage 8
60329 Frankfurt, Germany 
+49 69 8088 5501


