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GLAXOSMITHKLINE 
(GSK) £16.44

YOU MAY KNOW oGlaxoSmihKline hrough
is range o everyday producs, wheher you use
Aquafresh oohpase orNicorete gum o kick ha
pesky smoking addicon.
The company also researches, develops and

manuacures medicines o ackle cold sores or
headaches, as well as vaccines o gh diseases
such as meningis.
Over he las hree years, £9.8bn was pumped

ino research and developmen (R&D) and i
generaed £15.4bn in sales over he same
period rom exisng producs.
Lionrus Special Siuatons

(GB00B57H4F11) undmanager
Anhony Cross has been a long-erm
an oGlaxoSmihKline. He likes he
way i earns backs he cos o R&D, plus
excess money on op, hroughou he lie
o a drug which has paen proecon.
‘Key examples in recen years

include an-ulcer medicaon
Zanac and respiraory reamen
Advair,’ he says.
The undmanager believes he

marke underesmaes he cash
ows accruing rom R&D and
subsequen produc creaon, even
when he drugs in queson lose
heir paen proecon – somehing which is also
known as ‘going o-paen’.
Pharma companies use paens o sop

compeors rom producing cheaper versions o
heir drugs or a specic amoun o me.
Afer a paen expires, sales can drop sharply as a

rm’s rivals release generic versions o is producs
or a lower price, which his promargins as he
company has been orced o cu prices.
As or GlaxoSmihKline, Cross is conden in he

pharma gian’s abiliy o generae pleny o cash
rom is broader porolio o producs.
Admiedly, risks are on he horizon or

GlaxoSmihKline’s HIV division as i
aces compeon romUS-lised
Gilead. This is very imporan as his
division has been one o he big growh

drivers or he business in recen years.
Posive sudy daa was released in

February on Gilead’s Bicegravir
o rea HIV and he company
believes is drug could oer a
new reamen opon wih a high
barrier o resisance.

GENEROUS DIVIDENDS… ARE
THEY SUSTAINABLE?
Many invesors own

GlaxoSmihKline or is generous dividends – i
ypically yields in he region o 5%.
M&GUK Income Disribuon undmanager

Richard Hughes claims he pharma rm is
commied o is dividend and boass a growing
consumer division, which includes an-ungal
reamens.
He says EmmaWalmsley’s recen appoinmen

as GlaxoSmihKline’s chie execuve ocer is a
welcome change and believes she is he righ
person o guide he company orward.
Walmsley has a wealh o experience as she led

he consumer healhcare division, a join venure
beween GlaxoSmihKline and Novars, since 2010.
She previously worked or French cosmecs rm
L’Oreal or 17 years.
No everyone shares Hughes’ opmism. Fund

manager Neil Woodord recenly sold his sake
in GlaxoSmihKline due o concerns abou he
company’s drug pipeline, weak balance shee and
dividend susainabiliy.

GLAXOSMITH-
KLINE HAS SPENT 

£9.8BN OVER 
THE LAST THREE 
YEARS ON R&D
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SHIRE (SHP) £48.19

SHIRE WORKS IN he rare diseases space, which
arges a small number o paens – specically
less han ve in 10,000 o he general populaon,
according o he EU.
The sock eaures in several und porolios

including Casleeld UK Opporunites
(GB00B1XQN911). FundmanagerMark Ellio
believes hemarke is undervaluing he company.
‘We eel ha earnings will likely bemuchmore
resilien hanmany seem o
ancipae.’
Shire’s share price was

weak in he run up o he
US elecon las year as
invesors worried abou
is high exposure o he
counry (i generaes
abou 60%
o revenue
rom he US).
Presidenal
candidae
Hillary Clinon
had been
parcularly
vocal abou her
desire o clamp
down on high drug prices.
Donald Trump’s surprise elecon vicory riggered

a recovery in Shire’s share price – alhough i has
been airly volale ormuch o 2017.
I received a boos in mid-May afer saying is

SHP643 drug or herediary angioedema (HAE) had
been successul in a lae-sage sudy.
Bank o AmericaMerrill Lynch analysGraham

Parry says he daa conrms Shire’s bes-in-class
properes and poenal o represen $2bn in sales
or is HAE ranchise in 2023.

ROCHE CHF267.2

ROCHE AIMS TO ackle cancer, inammaon,
diabees and viral diseases such as chickenpox

and u hrough is
pharmaceucal and
diagnosc oerings.

Is diagnosc
producs include
blood-based sel-
monioring sysems,
while he division can
ideny specic ypes

o diseases.
Saracen Global Income and

Growh (GB00B8MG4091) undmanager Graham
Campbell likes Roche because o is good hisory o

releasing new
cancer drugs
and a srong
pipeline.
Roche is

undervalued
according o
Campbell as
invesors are
overlooking

he sheer number o drugs and diseases i ackles,
as well as is poenal o generae billions in
revenue.
Baillie Giord Global Income Growh

(GB0005772479) also has a holding in Roche
as co-manager James Dow believes i has he
bes scienc eam o ackle cancer. He is also
conden in is abiliy o deliver growh and a new
pipeline o drugs.

SHIRE’S  
SHP643 HAS 
POTENTIAL  

SALES OF $2BN  
IN 2023

ACCORDING 
TO CANCER 

RESEARCH UK, 
THERE WERE 31 
DEATHS EVERY 

DAY IN 2014 
FROM BREAST 

CANCER
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SANOFI €88.32

SANOFI IS A global lie sciences company ha
develops drugs o rea rare diseases, mulple
sclerosis, cancer and diabees.
Chris Hiorns runs EdenTree Amiy European

(GB0008448333) and is a an o Sano hanks o is
srong posion in vaccines
and diabees.
For a pharma sock

o reach his coveed
op 10 holdings,
hey need decen
valuaon, a good
balance shee, srong
dividend yields and cash
generaon, as well as
a low price o
earnings rao.
Sano cks he
righ boxes.

JOHNSON & JOHNSON  
$126.58

YOU’LL PROBABLY know Johnson & Johnson
or is baby wipes and Neurogena ace wipes.
Bu he company is also a big player in he
pharmaceucal world, aiming o rea cancer
and inecous diseases.
Baillie Giordmanagers Dominic Neary and

James Dow are enhusiasc abou is oulook.
Dow is conden hamanagemen are ‘genuinely
commied o innovaon’ raher han cos-cutng
measures andmergers. He says: ‘Johnson &
Johnson has a anasc record o earnings and
dividend growh – no all can do ha.’

In 2009, he company paid
$1.93 per share ($5.3bn in
oal) in dividends. The
dividend had increased o
$3.15 per share ($8.6bn) in
2016.
He hinks ha Johnson

& Johnson is suiable or
invesors looking or income

and growh poenal wih a ‘moral
compass’. Johnson & Johnson is driven by is credo
o doing he righ hing o suppor nurses, docors
and paens,
insead o
chasing pro.
By 2019, he

company aims
o have led 10
new producs
or regulaory
approval, all
owhich have
he poenal o exceed $1bn in sales according o
invesmen expers.
Johnson & Johnson has already gained regulaory

approval or hree new drugs. These include acve
rheumaoid arhris medicine Sirukumab and
plaque psoriasis reamenGuselkumab.

DIABETES IS 
EXPECTED TO 
AFFECT 642 

MILLION PEOPLE 
BY 2040

 Source:  
Diabetes UK

JOHNSON & 
JOHNSON PAID 
OUT $8.6BN IN 
DIVIDENDS IN 

2016
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MERCK $63.76

MERCK CREATES MEDICINES, vaccines and
animal healh producs. I is working wih Pzer o
develop he anbody Avelumab o nd and aack
cancer cells.
Campbell

a Saracen
is opmisc
haMerck’s
prescripon
medicine
Keyruda has
huge poenal
o ackle a
specic ype o skin cancer calledmelanoma. The
medicine generaed approximaely $1.4bn o sales
in he year o 31 December 2016.
According o Campbell, he drug is expeced o

grow signicanly wih $6.5bn in revenue orecas
over he nex ve years.
Hiorns a Amiy is also keen onMerck, saying i is

a diversied business ha specialises in lie sciences
o provide soluons such as chemical reagens, as
well as specialy chemicals or LCD TV screens.
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INVESTING IN THESE STOCKS 
VIA FUNDS

THE AFOREMENTIONED LARGE cap pharma
socks appear in many dieren unds available o
UK invesors.
For example, anyone wanng o own boh

AsraZeneca and GlaxoSmihKline could do so via
Lionrus Special Siuaons orM&GUK Income
Disribuon.
The Lionrus und has delivered 15.5%

annualised reurns over he las ve years. I
idenes companies wih inangible asses ha
produce barriers so hey can bea rivals and susain
higher proabiliy.
Alongside he wo drug companies are socks

rom various oher secors such as oil producer BP
(BP.) and drinks gianDiageo (DGE).

I you don’wan he broad secor exposure,
look or amore specialis und. For example, Polar
Capial Global Healhcare Growh and Income
(PCGH) hasMerck, Sano, Roche, GlaxoSmihKline
and Johnson & Johnson in is op holdings.
Fundmanager DanMahony looks or diversied

companies wih srong balance shees, as well
as ree cash ow growh or dividends, share
buybacks and acquisions.
The undhas delivered15.6%annualised oal

reurns o shareholders over hepas ve years. (LMJ)
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