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The past year has been about US biotechs. Innovation has
been strong and new approvals have been steady. At the same
time, acquisitions have been plentiful, at times for a high price,
keeping the excitement alive. More recently things have
slowed and it is now more difﬁcult to make the valuation
argument without including very early stage assets.
We have been more cautious for a while on the US biotech
market and the Fund today is heavily exposed to non-US
companies, which this quarter have started to generate news
of their own. Two of our UK holdings, Vectura (up 26%) and
British Technology Group (BTG) (up 51%) have received
approval for their respective new drugs. Vectura’s partner,
Sandoz, is now allowed to sell Vectura’s respiratory
drug/device in Europe, while BTG gained approval of its antivaricose vein injectable ‘bubbles’ in the US.
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Both companies have been around for a while; Vectura has
strong expertise in the formulation of respiratory drugs, while
BTG started life as the British intellectual property
commercialisation company. Both companies have been
receiving royalties for some time (e.g. BTG for MRI
technology) but for BTG in particular, as it is ﬁnally selling its
own developed product. For Vectura, the new era of
respiratory drugs also means a lot more royalty income to
expand its own business.
our US holdings have mostly done well. Approvals have been
forthcoming for Gilead and we have been reducing our
position as our investment case has played out nicely.

Commentary
Gilead’s valuation has been steadily rising with the company
now capitalised at over $115 billion, which is 50% more than
AstraZeneca. We ﬁnd this intriguing and feel that AstraZeneca
deserves a lot more. There is no reason why the company
cannot do what Gilead has done over the past two years. In
2011, Gilead was capitalised at $30 billion and its pipeline was
seen as limited, though there were hints of a strong hepatitis C
virus (HCV) product but the market dismissed that. We
believed in the pipeline and we also identiﬁed strong HCV
executives who wanted to lead the HCV ﬁeld. In late 2011,
Gilead made a bold, though calculated move, and spent $11
billion on Pharmasset and its HCV drug (at the time the deal
was labelled too expensive). Today this drug will transform
the treatment of HCV patients. This is an example of how
focus (Gilead’s virology focus), a clear strategy (combination
therapy) and some courage, combined with solid due diligence
can make all the difference.
AstraZeneca is different but the new CEo (having joined in
october 2012) is applying a similar approach. He has been
busy focusing the company on its biologics assets, reinstating
scientiﬁc focus and making sure expectations are realistic both
within and outside of the company. Patent expirations will
reduce earnings temporarily but AstraZeneca has a number of
assets that in the right hands will do well. Merger and
acquisition is part of the equation and so far purchases have
been based on sound reasoning and at reasonable prices.

This year we also added danish biotech, Lundbeck. This
biotech currently endures signiﬁcant patent expirations;
proﬁts have been wiped-out but despite this, research and
development investment continued and new products are
now being launched. Lundbeck is investing more than ever in
diseases of the central nervous system. Many other pharma
companies have been reducing their budgets for antidepressants and anti-psychotics as it is a different ballgame to
oncology. Clinical endpoints are more subjective requiring
large clinical programs and a deep understanding of the area.
Lundbeck is not doing it alone; the company has two Japanese
partners that are both very committed to this area.
The valuations and pipelines of Japanese companies has been
attracting our interest lately, and we have added daiichi
Sankyo and ono. daiichi has been struggling to bring order to
its majority-owned Indian drug maker, Ranbaxy, and their oral
anticoagulant is being dismissed as being too late to market.
We believe that over time this new class of drugs will become
the standard-of-care and there is room for several contenders.
We also know that smart marketing accounts for a lot in this
area.
ono is one of our immunotherapy holdings. Several years ago
this company, together with Kyoto University, identiﬁed Pd1
as having a crucial role in the regulation of the immune
system. Since then ono, together with Medarex (now part of
Bristol-Myers Squibb), developed an anti-Pd1 antibody which
today is in late stage testing and has the lead in
immunotherapy for cancer. Just prior to year-end, the
company announced that it had ﬁled for Japanese domestic
approval. We also own other investments that develop other
immunotherapies.
We have been busy looking at new approaches and
technologies; one area we are interested in is cancer stem cells
(or stem cells in general). drug therapy in oncology has
indeed come a long way but patients still relapse or cancer
cells spread to other sites of the body (metastasis).
Scientists have identiﬁed a sub-population of cells, so-called
cancer stem cells (or CSC) which essentially represent the
‘seeds’ of the tumour. CSCs tend to be dormant, resistant to
current drug therapy and possess the capacity for self-renewal;
meaning they can restart tumour growth and more
importantly these cells have the ability to split off, relocate
and start a second tumour.
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Several molecular pathways have now been identiﬁed and
proﬁled that orchestrate metastasis. We believe this will be
an area of great pharmacological importance. drugs are now
emerging that speciﬁcally target these pathways and in
combination with current standard-of-care should improve
the treatment of cancer. The Fund has invested in two
companies that have anti-CSC drugs in development and we
will provide further updates in future quarterly reports.

Outlook
With several high proﬁle drugs now approved, the focus is on
ﬁnding the next wave of innovation and technologies.
Pharma will become a market favourite again as several
companies are emerging from their patent cliff. In the US,
obamacare will gradually overcome its issues and we should
see more stable health care markets in the emerging world
now that companies have adjusted their operating models.
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Notes
1. The investment returns are calculated using the Fund’s unit price and represent the combined income and capital return for the speciﬁc period. They are net of
fees and costs (excluding the buy-sell spread and any investment performance fee payable), are pre-tax, and assume the reinvestment of distributions. The investment returns shown are historical and no warranty can be given for future performance. you should be aware that historical performance is not a reliable
indicator of future performance. due to the volatility of underlying assets of the Funds and other risk factors associated with investing, investment returns can
be negative (particularly in the short-term).
The inception dates for each Fund are as follows:
Platinum International Fund: 30 April 1995
Platinum Unhedged Fund: 31 January 2005
Platinum Asia Fund: 4 March 2003
Platinum European Fund: 30 June 1998
Platinum Japan Fund: 30 June 1998
Platinum International Brands Fund: 18 May 2000
Platinum International Health Care Fund: 10 November 2003
Platinum International Technology Fund: 18 May 2000
2. The investment returns depicted in this graph are cumulative on A$20,000 invested in the relevant Fund over ﬁve years from 31 december 2008 to 31 december 2013 relative to their Index (in A$) as per below:
Platinum International Fund - MSCI All Country World Net Index
Platinum Unhedged Fund - MSCI All Country World Net Index
Platinum Asia Fund - MSCI All Country Asia ex Japan Net Index
Platinum European Fund - MSCI All Country Europe Net Index
Platinum Japan Fund - MSCI Japan Net Index
Platinum International Brands Fund - MSCI All Country World Net Index
Platinum International Health Care Fund - MSCI All Country World Health Care Net Index
Platinum International Technology Fund - MSCI All Country World Information Technology Net Index
(nb. the gross MSCI Index was used prior to 31 december 1998 as the net MSCI Index did not exist).
The investment returns are calculated using the Fund’s unit price. They are net of fees and costs (excluding the buy-sell spread and any investment performance
fee payable), pre-tax and assume the reinvestment of distributions. It should be noted that Platinum does not invest by reference to the weightings of the
Index. Underlying assets are chosen through Platinum’s individual stock selection process and as a result holdings will vary considerably to the make-up of the
Index. The Index is provided as a reference only.
3. Long invested position represents the exposure of physical holdings and long stock derivatives. The net invested position represents the exposure of physical
holdings and both long and short derivatives.

Disclaimer
This publication has been prepared by Platinum Investment Management Limited ABN 25 063 565 006 AFSL 221935 trading as Platinum Asset Management (Platinum®). It contains general information only and is not intended to provide any person with ﬁnancial advice or take into account any person’s (or class of persons’)
investment objectives, ﬁnancial situation or needs. Before making any investment decision you need to consider (with your ﬁnancial adviser) whether the information is suitable in the circumstances.
Platinum is the responsible entity and issuer of units in the Platinum Trust Funds® (the Funds). you should consider the PdS and Supplementary PdS in deciding
whether to acquire, or continue to hold, units in the Funds. you can obtain a copy from Platinum’s website, www.platinum.com.au, or by phoning 1300 726 700
(within Australia), 02 9255 7500, or 0800 700 726 (within New Zealand), or by emailing to invest@platinum.com.au.
No company in the Platinum Group® guarantees the performance of any of the Funds, the repayment of capital, or the payment of income. The Platinum Group
means Platinum Asset Management Limited ABN 13 050 064 287 and all of its subsidiaries and associated entities (including Platinum).
© Platinum Asset Management 2014. All Rights Reserved.

MSCI Inc Disclaimer
Neither MSCI Inc nor any other party involved in or related to compiling, computing or creating the Index data (contained in this Quarterly Report) makes any express or implied warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or ﬁtness for a particular purpose with respect to any of such data. Without limiting any
of the foregoing, in no event shall MSCI Inc, any of its afﬁliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost proﬁts) even if notiﬁed of the possibility of such damages. No further
distribution or dissemination of the Index data is permitted without express written consent of MSCI Inc.

