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The health care sector has 
historically been viewed as relatively 
defensive and less economically 

sensitive than some other sectors. 
Nonetheless, it is “full of land mines as 
health care credits have recently come 
under pressure from potential legal and 
legislative initiatives,” says Marianna 
Korpusova, a T. Rowe Price investment 
professional who analyzes high yield 
bonds in the health care sector.

With health care shaping up as one 
of the pivotal issues of the 2020 U.S. 
presidential election, the sector is 
facing political and regulatory risk as 
both Democrats and Republicans 
introduce initiatives aimed at lowering 
government health care costs. These 
include proposals allowing Medicare 
to negotiate drug prices or index them 
to an international drug price index in 
developed countries.

Also looming is a potential crackdown 
on surprise medical billing in which 
patients are unexpectedly billed for 
out‑of‑network physician care at rates 
that can be much higher than care 
rendered by in‑network providers. In 
addition, some health companies are 
facing potential litigation risk involving 
distribution of opioids and price fixing 
of generic drugs. 

“I think health care remains a defensive, 
less cyclical sector and there are many 
durable businesses worth investing 
in, but you really have to be careful not 
to step on one of these land mines,” 

Marianna says. “The good news is that 
it is a very diverse sector, so  there is 
opportunity to diversify away from the 
credits that might be impacted the most 
and take advantage of any sell‑off in 
certain credits when the time is right.”

Going Beyond The Numbers  
Reveals The Full Story

At T. Rowe Price, our investment 
approach is to go beyond the numbers 
when evaluating what companies may 
offer the best future potential. By getting 
out into the field, we gain insights and 
a deeper understanding of where a 
company or industry stands and where it 
could go in the future.

Marianna says attending industry 
conferences and meeting with company 
managements and government officials 
firsthand is vital to her research.

“This external research accounts for 
more than half of my evaluation because 
you don’t see the full picture from the 
numbers,” she says. “By doing the 
legwork, you gain a lot more insight into 
a company than what you see in the 
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T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 

financials; you learn how the companies 
in the industry are interconnected with 
each other, and that leads to a better 
understanding of the trends. And that is 
how you spot inefficiencies in the market.”

For example, after a recent visit to 
Nashville to meet with hospitals and 
physician outsourcing companies, 
she decided not to recommend 
some outsourcing companies that 
provide physician services to hospitals. 

“These companies rely quite a bit on 
out‑of‑network billing, so they are very 
susceptible to the proposed surprise 
billing legislation, which would cap bills 
at median in‑network rates,” she says.

Research Reveals Opportunity In 
A Turnaround 

On the other hand, she had a favorable 
view of Bausch Health Companies 

(formerly Valeant Pharmaceuticals), a 
multinational specialty pharmaceutical 
company, as it appeared to be recovering 
from a tumultuous past in which it had 
accumulated too much debt. 

Several meetings with the company’s 
new management “reinforced my 
belief that the company is on a growth 
trajectory. Also, it does not have much 
exposure to the various risks affecting 
the sector,” she says. Through the 
first half of 2019, Bausch bonds were 
among the best‑performing credits in 
the U.S. high yield market. 

In the current environment, Marianna says 
“it’s hard to find health care companies that 
are not affected by regulatory or litigation 
exposure, but there are opportunities if you 
do your homework.”

The specific securities identified and described do not represent all of the securities purchased, sold, or recommended for the portfolio, and no assumptions 
should be made that the securities identified and discussed were or will be profitable.
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Important Information
This material is being furnished for general informational purposes only. The material does not constitute or undertake to give advice of any nature, including fiduciary 
investment advice, and prospective investors are recommended to seek independent legal, financial and tax advice before making any investment decision. T. Rowe Price group 
of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and services. Past performance is not a 
reliable indicator of future performance. The value of an investment and any income from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to 
conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy 
or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without 
notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be 
copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon 
specific request. It is not intended for distribution to retail investors in any jurisdiction.

Australia—Issued in Australia by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 50B, 
Sydney, NSW 2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose upon request only. The strategy and/or any products associated 
with the strategy has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited Investors as 
defined under National Instrument 45‑106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.

China—This material is provided to specific qualified domestic institutional investor or sovereign wealth fund on a one‑on‑one basis. No invitation to offer, or offer for, or sale 
of, the shares will be made in the People’s Republic of China (“PRC”) (which, for such purpose, does not include the Hong Kong or Macau Special Administrative Regions or 
Taiwan) or by any means that would be deemed public under the laws of the PRC. The information relating to the strategy contained in this material has not been submitted 
to or approved by the China Securities Regulatory Commission or any other relevant governmental authority in the PRC. The strategy and/or any product associated with the 
strategy may only be offered or sold to investors in the PRC that are expressly authorized under the laws and regulations of the PRC to buy and sell securities denominated 
in a currency other than the Renminbi (or RMB), which is the official currency of the PRC. Potential investors who are resident in the PRC are responsible for obtaining the 
required approvals from all relevant government authorities in the PRC, including, but not limited to, the State Administration of Foreign Exchange, before purchasing the 
shares. This document further does not constitute any securities or investment advice to citizens of the PRC, or nationals with permanent residence in the PRC, or to any 
corporation, partnership, or other entity incorporated or established in the PRC.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd. This material is communicated on behalf of T. Rowe Price International Ltd. by its 
representative office which is regulated by the Dubai Financial Services Authority. For Professional Clients only.

EEA ex-UK—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.à r.l. 35 Boulevard du Prince Henri L‑1724 
Luxembourg which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 21/F, Jardine House, 1 Connaught Place, Central, Hong Kong. T. Rowe Price Hong Kong Limited is 
licensed and regulated by the Securities & Futures Commission. For Professional Investors only.

Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances 
should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this material to 
members of the public in any jurisdiction is permitted.

Korea—This material is intended only to Qualified Professional Investors upon specific and unsolicited request and may not be reproduced in whole or in part nor can they be 
transmitted to any other person in the Republic of Korea.

Malaysia—This material can only be delivered to specific institutional investor upon specific and unsolicited request. The strategy and/or any products associated with the 
strategy has not been authorised for distribution in Malaysia. This material is solely for institutional use and for informational purposes only. This material does not provide 
investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into, an agreement for or with a view 
to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be considered a making available of, solicitation to buy, an offering for 
subscription or purchase or an invitation to subscribe for or purchase any securities, or any other product or service, to any person in any jurisdiction where such offer, 
solicitation, purchase or sale would be unlawful under the laws of Malaysia.

New Zealand—Issued in New Zealand by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, 
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Philippines—THE STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING OFFERED OR SOLD HEREIN HAVE NOT BEEN REGISTERED 
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