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Recommended Investment:
BioPharma Credit plc
BioPharma Credit plc (BPCR) is an investment trust that trades on the London Stock Exchange in USD and 
provides investors with an opportunity to gain exposure to the fast-growing life sciences industry, through 
a diversified portfolio of loans. BPCR targets an annual dividend of 7 cents per share and net total return 
on NAV of 8% to 9% per annum over the medium term. The trust has consistently met the 7 cents target 
since its IPO in 2017. This consistent dividend has led to a steady increase in NAV total return and the 
predictable cash flows have allowed it to enjoy relatively low volatility.

The Life Sciences debt market is an underserved $1.1tn industry growing at 6% per annum with no large 
dedicated lender or specialised debt market. BPCR’s loans are predominantly secured by cash flows derived 
from sales of approved, commercial stage life sciences products. These products generate predictable, 
patent-protected cash flows and provide strong collateral across the many stages of product life.

The trust is managed by Pharmakon Advisors, an investment management company founded in 2009, which 
has so far invested US$5 billion in 41 transactions across six funds. They seek to build a diversified portfolio 
with downside protection. The core team has over twenty years’ experience investing in life sciences debt 
and 96% of past Pharmakon transactions have generated returns of more than 10%. 

Pharmakon selects investment opportunities based upon in-depth, rigorous analysis of the life sciences 
products. As an example of their selectivity, in 2020 they screened 243 potential opportunities, focussing 
on viable, marketable products produced by counterparties with financing needs. Following further analysis 
into credit worthiness, loan-to-value and pricing, these were reduced to just 3 closed investments. BPCR 
has made thirteen investments to date, four of which have been fully repaid generating returns above 
original projections.

Market Outlook (cont):
The highly infectious Delta variant of COVID-19 has caused a surge of infections and higher hospitalisa-
tions. Thankfully, because it is mainly hitting a healthier and younger population, the mortality rate is a frac-
tion of what it was in the first waves of the pandemic.

And stocks don’t typically decline just because they are overvalued. The stock market can remain over- or 
undervalued for an extended period, often until some extraneous event triggers a market response. We 
note that bonds, the major alternative to stocks, appear equally overvalued. The best support for stocks 
appears to be variety. Based both on early-year rotation and the more recent recovery in growth sectors, 
every sector in the S&P 500 is now positive thus far in 2021. We believe this breadth is a positive support 
for the stock market even at its current overvalued level. As long as the economy can keep expanding and 
earnings keep growing, valuation concerns should moderate over time.

In fact, when stocks are doing this well this far along in the year, they tend to finish with better-than-average 
upside. In this environment, most investors will hold through the typically slow August-September period 
and then look for additional fireworks in the final three months of the year. With so many investors in the 
green so far in 2021, and with bears at some point needing to capitulate and buy the year’s winners, further 
gains can become a self-fulfilling prophecy. More risk-adverse investors may want to get the historically-vol-
atile third quarter out of the way before entering the market, which is why we are not outright overweight.
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Recommended Investment (cont):
Life Sciences is a large, vital industry with sales that are uncorrelated and unaffected by economic cycles. 
Growth drivers include a growing, ageing population and sales of oncology drugs have only a 1% correla-
tion with the S&P 500. Life Sciences debt investments themselves are less risky and are exposed to less 
volatility than the corresponding equity investments. Stocks have often suffered when sales have not met 
expectations yet still provide ample enough to cover debt payments.

In summary, we believe that the fund represents an interesting investment opportunity in a niche market. 
The 7% dividend yield is very attractive, and the structure of the loans should provide protection of capital. 
The fund has performed well since launch, generating an annualised NAV total return of 7.2% per annum. 
Even during the heights of the pandemic, the fund continued to meet its dividend target and the shares 
remained relatively stable due to its low correlation with the equity market. Buy.


