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Healthcare Headwinds

While the S&P 500 has advanced nearly 17% total return (at the
time of this writing), the Healthcare sector has not been so lucky, rising
barely over 3% year-to-date. The election of a Democratic majority in the
House of Representatives was supposed to offer tailwinds to the sector.
What happened? Through the first six weeks of the year, performance of
the sector versus the broader market was relatively comparable with a 3%
difference between the two. April 10" started a steep widening of the per-
formance gap between Healthcare and the broader market with a 6.5% de-
cline for the Healthcare sector within a week. Early in the year, states with
newly elected Democrat governors were still negotiating expansion of
Obamacare while the House had yet to have the opportunity to increase
healthcare spending within the budget. These two catalysts would be posi-
tive for the sector. Unfortunately, the start of the Presidential primary elec-
tion cycle has had a negative effect for the sector with near universal cham-
pioning of Medicare for All by Democratic candidates. Many of the aspir-
ants have also vocally stated support to end private health insurance and to
regulate drug prices, causing a considerable downturn for the sector. If the
most extreme proposals come to pass, health insurance companies and
pharmacy benefit managers will be out of business, while pharmaceutical
firms will be turned into utilities as the role of profit is driven from the in-
dustry.

The Healthcare sector may be oversold, as it is unlikely for these
proposals to become law. Betting odds have the President with a 50%
chance of re-election, while Senate Republicans have a wider margin to
maintain control. Medicare for All would require a significant wave elec-
tion where Democrats would have to sweep with large margins to over-
come a likely filibuster in the Senate. Political candidates making promis-
es/threats could continue “headline risks” creating headwinds for the sec-
tor’s short-term investment prospects, however, bargains could be had for
medical device makers or firms specializing in animal care, which would
not be affected by proposed legislation. No matter what the outcome, if
you think healthcare is expensive now, wait until it’s free.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assur-
ance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or
undertaken by Valicenti Advisory Services, Inc. (“VASI”), or any non-investment related content, made reference to directly or indirectly in this newsletter will be profit-
able, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume
that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from VASI. To the extent
that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the
professional advisor of his/her choosing. VASI is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as
legal or accounting advice. A copy of the VASI’s current written disclosure Brochure discussing our advisory services and fees is available upon request. Please Note: If
you are a VASI client, please remember to contact VASI, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose
of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our in-
vestment advisory services. VASI shall continue to rely on the accuracy of information that you have provided.



