
Now,  attention  turns  to  the  Federal  Reserve's  next  monetary  policy  

meeting.  While  the  central  bank  is  widely  expected  to  keep  its  key  

interest  rate  steady,  markets  will  closely  monitor  Chairman  Jerome  

Powell's  remarks  for  clues  about  the  Fed's  economic  outlook  and  its  

stance  on  Trump's  escalating  tariff  measures.

February  consumer  and  producer  inflation  reports  were  lower  than  

expected,  easing  some  concerns  about  lingering  price  pressures.  

The  Consumer  Price  Index  (CPI)  rose  a  seasonally  adjusted  0.2%  

for  the  month,  bringing  the  annual  inflation  rate  to  2.8%.  Meanwhile,  

the  Producer  Price  Index  (PPI)  was  unchanged  for  the  month,  

following  an  upwardly  revised  0.6%  increase  in  January.

The  week  began  with  the  biggest  sell-off  of  2025,  driven  by  rising  

recession  fears.  The  S&P  500  plunged  nearly  3%,  while  the  Nasdaq  

Composite  fell  4%  as  risk-off  sentiment  dominated  trading.  Selling  

pressure  intensified  midweek  as  U.S.  President  Donald  Trump's  

shifting  stance  on  tariffs  and  his  increasingly  aggressive  rhetoric  with  

key  trading  partners  increased  volatility.

Lower-than-expected  yields  provided  little  relief,  and  market  

participants  now  turn  their  attention  to  the  Federal  Reserve's  interest  

rate  decision.

However,  the  data  failed  to  significantly  change  market  sentiment,  as  

investors  remained  focused  on  broader  macroeconomic  risks.

In  corporate  news,  Intel  saw  a  strong  rally  in  its  stock  price  during  the  

quarter,  rising  from  a  52-week  low  of  $18.51  to  close  the  week  above  

$24,  driven  by  several  developments.  The  announcement  of  Lip-Bu  

Tan  as  the  new  CEO  on  March  18,  2025,  generated  renewed  

optimism  due  to  his  deep  experience  in  the  semiconductor  industry.

Enhanced  artificial  intelligence  capabilities  and  performance  further  

strengthened  investor  confidence .

next  week.  The  S&P  500  closed  the  week  down  -2.27%,  while  the  

Nasdaq  fell  -2.43  %  and  the  Dow  Jones  Industrial  Average  fell  -3.07%.

Amid  the  market  turmoil,  economic  data  offered  a  hint  of  stability.Wall  Street  closed  the  week  with  a  four-week  losing  streak,  as  investor  

sentiment  remained  pressured  by  trade  war  uncertainties  and  

concerns  about  an  economic  slowdown.  The  latest  inflation  data

Additionally,  the  launch  of  Intel's  Xeon  6700P  and  6500P  processors  

on  February  24,  with

1

market.  By  Thursday,  the  S&P  500  entered  correction  territory  for  the  

first  time  since  late  2023,  underscoring  growing  investor  uncertainty.

LAST  WEEK  SUMMARY

Source:  Sentosa  &  Co
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We've  also  upgraded  Europe  to  Neutral,  as  investors  are  rotating  toward  more  defensive  and  cheaper  markets.

3

Currently,  there  is  some  sector  rotation  away  from  technology  companies,  which  is  affecting  the  expensive  US  market  more  than  the  rest.  

During  March,  we  downgraded  the  US  market  to  Neutral  and  the  technology  sector  to  Underweight.

The  market  is  starting  to  get  nervous,  increasing  the  likelihood  of  future  stagflation.  As  evidence  of  this,  real  rates  and  the  dollar  are  falling  on  

the  one  hand...  while  implied  inflation  is  rising  on  the  other.  Investors  remain  uncertain  about  the  implementation  of  Trump's  tariffs  and  the  

Federal  Reserve's  ability  to  cut  rates  in  the  near  future.  Sentiment  has  been  shifting,  and  a  degree  of  risk  aversion  appears  to  be  taking  hold.  

Breadth  indicators  continue  to  deteriorate,  and  the  number  of  companies  above  their  200-day  moving  average  continues  to  diverge  sharply  

from  prices.  We  remain  cautious  in  the  near  term.

Finally,  we  are  now  upgrading  the  healthcare  sector  to  Overweight,  as  it  is  showing  signs  of  relative  outperformance.

VISION  OF  IN  ON  CAPITAL  SA

For  Recipient  Use  Only  -  This  presentation  is  not  
for  use  or  distribution  to  the  general  public.

Machine Translated by Google



Chart  1:  Sector  rotation  between  2024  and  2025 Chart  2:  MSCI  Health  vs.  MSCI  World
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The  healthcare  sector  underperformed  the  overall  market  in  2024,  with  a  return  of  just  +1.61%  versus  +19.22%,  respectively  (Chart  1).  Labor  shortages  and  rising  
costs,  compounded  by  the  lingering  effects  of  the  COVID-19  pandemic,  significantly  impacted  the  sector's  financial  health  last  year.  Investor  sentiment  was  also  influenced  by  
overall  market  dynamics,  which  favored  high-growth  sectors  such  as  technology  over  more  defensive  ones,  such  as  healthcare.  Furthermore,  concerns  about  policy  changes  
and  regulatory  pressures,  particularly  in  the  pharmaceutical  and  biotechnology  industries,  contributed  to  the  sector's  underperformance.  Despite  these  challenges,  the  sector  
remains  undervalued  and  presents  long-term  investment  opportunities.  Indeed,  looking  at  their  relative  performance,  companies  in  the  Healthcare  Sector  are  entering  
a  relative  recovery  trend  (Chart  2).

During  periods  of  stock  market  volatility,  the  healthcare  sector  establishes  itself  as  a  reliable  haven  for  investors.  This  stability  is  due  to  the  constant  demand  for  
healthcare  services,  which  is  unaffected  by  economic  downturns  or  income  uncertainty.  The  sector's  resilience  is  further  reinforced  by  stable  structural  demand  and  
predictable  regulatory  frameworks.  As  economic  conditions  deteriorate  or  when  growth  stocks  become  overvalued,  investors  typically  shift  their  attention  to  more  
stable  sectors.  As  2025  begins,  these  conditions  are  present,  making  it  logical  for  investment  flows  to  shift  toward  pharmaceutical,  medical  services,  healthcare  
equipment,  and  biotechnology  companies.

The  underperformance  of  the  health  sector  has  come  to  an  end.

THE  TOPIC  OF  THE  WEEK
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Urbanization  and  rising  incomes  are  driving  the  implementation  of  modern  health  services.  Greater  access  to  health  care  is  driving  the

term.  1.  The  aging  of  the  world's  population  (Figure  3)  is  leading  to  an  increase  in  chronic  diseases  and  the  need  for  specialized  care,
In  addition  to  the  fact  that  healthcare  companies  are  now  recovering  from  their  underperformance  phase,  the  sector  continues  to  benefit  from  important  long-term  factors.

It  relies  on  established  franchises,  particularly  in  autoimmune  diseases  and  oncology.  Vertex  Pharmaceuticals  is  a  market  leader  in  the  treatment  of  fibrosis.

consumer  products,  and  despite  an  increasingly  competitive  environment,  Johnson  &  Johnson  is  managing  to  generate  solid  cash  flow.  Specializing  in

diversification  into  oncology.  Amgen,  a  key  player  in  biotechnology,  is  benefiting  from  its  ability  to  develop  innovative  drugs  while

1970 1990 2010 2030
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2

billions

2050

medicines.  Gilead  Sciences,  a  specialist  in  antivirals  and  HIV  treatment,  maintains  a  solid  position  thanks  to  its  recurring  revenues  and  a  strategy  of

AbbVie  is  investing  heavily  in  gene  editing  and  new  targeted  therapies.  Following  the  success  of  Humira,  AbbVie  is  investing  in  Rinvoq  and  Skyrizi.

oncology  and  immunotherapy,  Bristol-Myers  Squibb  is  benefiting  from  the  development  of  new  molecules  to  offset  regulatory  pressure  on  drug  prices.

sales  of  medicines,  medical  devices,  and  hospital  services,  offering  new  growth  opportunities  for  companies  in  the  sector.

In  the  United  States,  industry  leaders  are  once  again  in  high  demand.  Thanks  to  their  diversified  exposure  to  pharmaceuticals,  medical  devices,  and

automatically  with  age,  demand  for  companies  in  the  sector  will  continue  to  be  strong.  2.  The  growth  of  the  middle  class  in  emerging  countries,  supported  by  the
particularly  in  the  fields  of  oncology,  cardiology,  and  neurodegenerative  diseases.  As  per  capita  spending  on  health  care  increases

to  maintain  its  dominance  in  the  anti-inflammatory  market,  while  strengthening  its  position  in  aesthetic  medicine  and  neurology.

5
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Chart  3:  World  population  by  age  group
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to  determine  drug  costs.  These  nations  typically  require  pharmaceutical  companies  to  obtain  reimbursement  authorization  before  a
medicine  can  be  covered  by  the  health  system,  effectively  forcing  manufacturers  to  accept  lower  prices.  The  dichotomy  between  the  two  areas  helps

Medicare  spending,  marking  a  shift  in  US  focus.  With  higher  volumes  and  margins  in  the  US,  sales  are  growing  accordingly  (Chart  4).

direct  government  intervention.  The  U.S.  system  has  historically  resulted  in  higher  drug  prices  compared  to  other  developed  nations.  A

Chart  4:  Sales  of  American  and  European  companies Chart  5:  Performance  of  American  and  European  companies

Source:  Sentosa  &  Co,  Altitude  ISFor  Recipient  Use  Only  -  This  presentation  is  not  
for  use  or  distribution  to  the  general  public.

A  2024  RAND  study  found  that  prescription  drug  prices  in  the  U.S.  are,  on  average,  2.78  times  higher  than  in  33  other  OECD  countries.

more  attractive  return  on  their  investment.  In  contrast,  European  countries  typically  use  government-led  pricing  mechanisms  and  healthcare  systems
This  dynamic  growth  in  sales  is  making  it  possible  to  reinvest  more  in  Research  and  Development,  as  well  as  generate  higher  profits,  offering  shareholders  a

market-driven.  This  system  allows  for  greater  pricing  flexibility,  as  manufacturers  can  generally  set  initial  list  prices  without

However,  recent  legislation,  such  as  the  Inflation  Reduction  Act,  has  introduced  limited  government  price  negotiations  for  certain  high-cost  drugs.

predominantly  private  model,  where  pharmaceutical  companies  negotiate  prices  with  insurers  and  pharmacy  benefit  managers  (PBMs)  in  an  environment
The  United  States  and  Europe  employ  contrasting  approaches  to  drug  pricing  within  their  respective  healthcare  systems.  In  the  U.S.,  a

6

explain  much  of  the  US  healthcare  sector's  outperformance  compared  to  its  European  counterpart  (Chart  5).
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to  accelerate  the  discovery  of  new  molecules.  For  their  part,  companies  such  as  Novo  Nordisk  and  BioNTech  are  taking  advantage  of  the  European  Union's  desire  to  relocate  part  of

and  the  US  sector  has  lost  -10.7%  compared  to  +4.24%  for  European  companies  (Chart  6).  This  recent  strong  underperformance  has  closed  the  gap

Focusing  more  on  Europe,  pharmaceutical  groups  such  as  Roche,  Sanofi  and  AstraZeneca  continue  to  invest  in  R&D,  particularly  in  biotherapies  and  artificial  intelligence,

Chart  6:  Healthcare  sector  performance  since  2024:  Europe  (+4.24%);  
US  (-10.7%)

Source:  Sentosa  &  Co,  Altitude  ISFor  Recipient  Use  Only  -  This  presentation  is  not  
for  use  or  distribution  to  the  general  public.

valuation  that  existed  between  the  two  regions.  Now  both  are  trading  at  16x,  which  is  in  line  with  long-term  averages  (Chart  7).

7

recently  under  pressure  compared  to  European  healthcare  companies.  Since  September  last  year,  the  Trump  effect  has  raised  concerns  among  investors,
Despite  having  a  competitive  advantage  and  superior  growth  compared  to  other  regions,  US  pharmaceutical  stocks  have  been

from  the  production  of  active  ingredients  within  its  borders.  The  challenge  is  to  reduce  dependence  on  imports,  as  the  pandemic  and  tariff  wars  have  put
highlighting  Europe's  vulnerability  to  drug  shortages.

Chart  7:  Current  Healthcare  Sector  P/E:  Europe  (16x);  US  (16x)

Valuations  are  aligned  with  the  long-term  average
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The  healthcare  sector  has  been  suffering  for  the  past  two  years,  but  the  relative  weakness  appears  to  be  coming  to  an  end.  With  economic  uncertainty  on  the  rise  and

long-term  average  and  with  strong  long-term  growth  drivers,  the  healthcare  sector  presents  itself  as  an  opportunity.
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While  valuations  in  growth  sectors  are  still  excessive,  the  healthcare  sector  appears  to  be  an  attractive  sector.  Moreover,  with  a  P/E  of  16x,  considered  in  line  with  the
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