Sector Briefing Research April 25, 2026

Healthcare Sector Briefing

Period: Past 14 days ending April 25, 2026 (April 11 — April 25, 2026) | ETF: XLV | As-
sessment: Active

Executive Summary

Trump’s Most-Favored-Nation (MFN) drug-pricing regime closed out with Regeneron as the final hold-
out, putting all 17 large drugmakers under bilateral US-pricing deals and triggering a 35% drop in EU
drug launches as companies avoid setting low reference prices [Bloomberg, Apr 23 2026; Reuters, Apr
23 2026]. Q1 2026 prints from XLV’s top holdings split sharply — JNJ, ISRG, UNH, and TMO beat-
and-raised, while ABT, BSX, DHR, and HCA disclosed cuts or one-off respiratory drag — and the whole
sector is leaning on M&A and oral-GLP-1 launches to refill 2028-LOE pipelines. Despite this construc-
tive earnings backdrop, XLV returned only +0.25% over the lookback (Mar 30 — Apr 24, 2026 trading
window) and closed -1.41% on Apr 24, suggesting policy overhangs are dominating fundamentals.

Market context: XLV closed at $144.18 on Apr 24, 2026, +0.25% over the 18-trading-day lookback
window (Mar 30 — Apr 24), inside a 52-week range of $127.35 — $160.59. The 10Y Treasury at 4.34%
sits 51 bps above the 2Y at 3.83% — a normal upward-sloping curve that has steepened modestly (+4 bps
on the 10Y) over the period. The 30Y at 4.92% caps the long-duration discount-rate set against pharma
terminal values.

Holdings Reference

Ticker Weight Company Business Line

LLY 13.57% Eli Lilly Diabetes/obesity (Mounjaro/Zepbound), oncology

JNJ 10.71% Johnson & Johnson Innovative Medicine + MedTech

ABBV 7.00% AbbVie Immunology (Skyrizi/Rinvoq), aesthetics,
neuroscience

UNH 5.43% UnitedHealth Group Managed care + Optum services

MRK 5.43% Merck Oncology (Keytruda), vaccines, animal health

TMO 3.67% Thermo Fisher Life sciences tools, bioprocessing

Scientific
AMGN 3.56% Amgen Biologics, MariTide obesity, oncology
GILD 3.26% Gilead Sciences HIV, oncology, virology
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Ticker Weight Company Business Line
ABT 3.15% Abbott Laboratories Diagnostics, medical devices, nutrition
ISRG 3.08% Intuitive Surgical Robotic surgery (da Vinci, lon)

Top 10 holdings shown. Full list: 62 holdings in XLV (top 20 cover ~76% of weight).

Theme 1: Trump MFN drug pricing regime forces structural margin reset

Composite Score: 4.6 | Direction: Negative | Breadth: Sector-wide

Materiality Breadth Evidence Novelty Consensus Dev. Durability
5/5 5/5 4/5 4/5 3/5 5/5

What’s Happening

The Most-Favored-Nation (MFN) pricing regime crossed a tipping point in this window when Regeneron
— the final holdout — signed a bilateral pricing agreement, bringing the count to 17 of 17 large drugmak-
ers under MEN deals. Companies face a 100% tariff threat as the alternative and earn a three-year tariff
exemption for compliance [Bloomberg, Apr 23 2026; CNBC, Apr 23 2026]. The mechanism ties US
net prices to the lowest price in any developed market, structurally compressing the US drug economics
that have cross-subsidized global R&D for two decades. Bloomberg reporting cites a potential ~30%
reduction in US drug-company profits under full MFN flow-through [Bloomberg, Apr 23 2026].

The second-order effect is reshaping European launch decisions. EU drug launches dropped 35%
over the past 10 months as companies — Roche, Biogen, AstraZeneca, Insmed, and Madrigal among
them — delay or skip EU markets to avoid setting a low reference price that would cascade back to the
US. Biogen launched Zurzuvae in only 3 of 27 planned EU countries; Insmed indefinitely postponed
European launches; Madrigal Rezdiffra US price was disclosed at $39,500/year [Bloomberg, Apr 23
2026; Reuters, Apr 23 2026]. EMA chief Emer Cooke publicly called for stronger EU drug-procurement
powers in response [Reuters, Apr 22 2026].

Direct impact on XLV: every top-10 pharma holding (LLY, JNJ, ABBV, MRK, PFE, BMY, AMGN,
GILD, VRTX) is a signed MFN participant. UNH separately flagged challenges with the related Trump
Medicare obesity-coverage program launching in 2027, with a CMS target of 80% plan participation;
LLY traded -3.9% and Novo -3.0% on the news [Bloomberg, Apr 21 2026]. With XLV essentially flat
(+0.25%) over the lookback despite generally strong Q1 earnings, the MFN overhang plausibly explains
why fundamentals are not getting paid for.

Why Now

Three forces converged in this window: (1) the Regeneron capitulation closes the regime to all majors,
removing the optionality investors had assigned to legal/political holdouts; (2) two CMS deadlines hit
the calendar (GENEROUS application 2026-04-30, GLOBE/GENEROUS final agreement 2026-06-30)
that force manufacturers to lock in specific commitments; and (3) Q1 prints across the MFN signatories
begin 2026-04-29 (ABBV) and stack on 2026-04-30 (LLY/MRK/AMGN/BMY), making this the first
window in which net-price flow-through gets quantified on conference calls.
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What Breaks This

Three triggers would invalidate the theme: (1) a successful Article III court challenge to MFN au-
thority — unlikely on the current docket but not zero; (2) a renegotiation that limits MFN scope to
a narrow basket (e.g., excludes biologics or rare-disease therapies), which would meaningfully relieve
LLY/AMGN/VRTX exposure; or (3) an early administration change in 2027 paired with executive-order
reversal. The structural anchor — EU launch-decision behavior — would persist even after a US policy
reversal, so the EU side of the theme is harder to undo than the US side.

Key Data Points

17 large pharma companies signed MFN pricing deals; Regeneron last holdout; alternative was a
100% tariff [Bloomberg, Apr 23 2026]

3-year tariff exemption window for signatories; Otarmeni hearing-loss gene therapy offered free under
Regeneron’s deal (peak sales estimate ~$130M) [CNBC, Apr 23 2026]

MEN policy estimated to risk ~30% reduction in US pharma profits; Madrigal Rezdiffra US price
$39,500/yr; Insmed indefinitely delaying EU launches [Bloomberg, Apr 23 2026]

EU drug launches down 35% over 10 months; Biogen Zurzuvae launching in 3 of 27 planned EU
countries; Roche giredestrant US approval expected end-2026 [Reuters, Apr 23 2026]

UNH flagged Medicare obesity-drug coverage program launching 2027 as challenging; CMS targets
80% plan participation; LLY -3.9% / NVO -3% on the news [Bloomberg, Apr 21 2026]

EMA chief Emer Cooke called for stronger EU drug-procurement powers; cited sharp drug-launch
decline linked to Trump pricing policy [Reuters, Apr 22 2026]

Companies Affected

Ticker ETF Weight Impact

LLY 13.57% Direct — signed MFN; Zepbound/Mounjaro and Foundayo all in basket

JNJ 10.71% Direct — signed MFN; Innovative Medicine prices reset

ABBV 7.00% Direct — signed MFN; Skyrizi/Rinvoq franchise exposure

UNH 5.43% Indirect — Medicare obesity-coverage program participation challenges
flagged

MRK 5.43% Direct — Keytruda inclusion in MFN basket pending

AMGN 3.56% Direct — biologics treatment within MFN basket TBD

GILD 3.26% Direct — HIV franchise basket inclusion read to come

PFE 2.93% Direct — vaccines + oncology franchise repriced

BMY 2.28% Direct — Eliquis IRA + MFN stacking exposure

VRTX 2.10% Direct — Trikafta ultra-rare disease pricing precedent

Catalyst Watch

2026-04-29 — ABBYV Q1 earnings: First MFN signatory to provide formal Q1 commentary on US
net-price treatment. Sets the framework analysts use for the 4/30 cluster.

2026-04-30 — CMS GENEROUS application deadline: Manufacturer formal application dead-
line; binary signal on participation breadth.

2026-04-30 — LLY/MRK/AMGN/BMY Q1 earnings cluster: First quantified read on MFN flow-
through to US net price.

2026-06-30 — CMS GLOBE & GENEROUS final agreement deadline: Final manufacturer-
participation lock-in; the legal commitment, not just the application.
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Theme 2: Q1 2026 earnings divergence — pharma & procedures strong, diag-
nostics & respiratory weak

Composite Score: 4.2 | Direction: Mixed | Breadth: Subsector

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 4/5 5/5 4/5 3/5 2/5

What’s Happening

Q1 2026 earnings reported in this window reveal a sharp bifurcation across XLV holdings. Surgical-
robotics and innovative-medicine companies posted strong beats with raised guidance: Intuitive Sur-
gical delivered QI revenue of $2.77B (+23% YoY) and 17% procedure growth, beating on EPS at
$2.50 vs $2.10 consensus and raising 2026 procedure-growth guidance to 13.5-15.5% (from 13-15%)
[Bloomberg, Apr 21 2026; ISRG Q1 2026 Transcript]. Johnson & Johnson reported Q1 sales of $24.06B
vs $23.62B estimate (pharma unit +11.2% to $15.43B; medtech +7.7% to $8.64B; cancer-drug sales
+22%) and lifted FY26 EPS guidance to $11.45-11.65 with revenue of $100.3-101.3B [WSJ, Apr 14
2026; CNBC, Apr 14 2026]. UnitedHealth turned around with Q1 adj EPS of $7.23, raised FY26 guid-
ance to >$18.25 (a $0.50 lift), committed ~$1.5B to Al initiatives, authorized $2.0B in buybacks, and
traded +7.4% premarket [Bloomberg, Apr 21 2026]. Thermo Fisher delivered $11.01B (+6%) revenue
with adj operating margin of 21.8%, raised guidance and closed the Clario acquisition [TMO Q1 2026
Transcript].

Diagnostics and respiratory-exposed franchises diverged sharply. Abbott cut FY 2026 EPS guidance
to $5.38-5.58 from $5.55-5.80 (-$0.20 midpoint) versus $5.60 consensus, citing Exact Sciences acqui-
sition dilution ($0.20 FY headwind) and a weak flu season; rapid molecular diagnostics fell 10% and the
stock dropped ~6% [WSJ, Apr 16 2026; CNBC, Apr 16 2026]. Boston Scientific cut FY 2026 organic-
revenue guidance to 6.5—8% (from 8—10%), citing US electrophysiology market-share erosion plus tariff
and supply-chain charges [BSX Q1 2026 Transcript]. Danaher delivered just 0.5% core revenue growth
on a 25% YoY respiratory-revenue decline (250 bps headwind) but reported bioprocessing equipment or-
ders +30% — the first positive print in 8 quarters [DHR Q1 2026 Transcript]. HCA absorbed a ~$180M
EBITDA hit from a 42% YoY drop in respiratory admissions and winter storms, partially offset by a
$200M Medicaid supplemental-payment benefit (vs $80M expected) and $1.57B in Q1 buybacks [HCA
Q1 2026 Transcript].

The pattern: structural-demand exposure (procedures, immunology, GLP-1s, payor turnaround) is
winning; cyclical respiratory-season exposure and one-time deal dilution are pressuring guidance. XLV
is essentially flat (+0.25%) over the lookback despite this generally constructive earnings backdrop, sug-
gesting policy overhangs (MFN pricing, RFK uncertainty) are dominating fundamentals.

Why Now

The cyclical drivers are converging: (1) respiratory admissions and flu-test demand are normalizing off a
soft 2025-26 winter season, mechanically dragging diagnostics and acute-care revenue (HCA respiratory
-42%, DHR -25%, ABT diagnostics -7.4%); (2) the Exact Sciences acquisition closed mid-cycle for ABT,
creating a one-quarter dilution overhang; and (3) UNH is lapping its punishing 2025 setup, so even modest
medical-loss-ratio improvement (83.9% vs 84.8% Q1 2025) drives a large EPS print. The bifurcation is
most visible now because the two ends of the distribution report in the same two-week window.
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What Breaks This

Three triggers would invalidate the theme: (1) a Q2 print from BSX showing US EP share-loss is struc-
tural (not “temporary” as management framed), which would re-cut FY guidance again; (2) an HCA
confirmation that Medicaid supplemental-payment beats normalize back to ~$80M run-rate, removing
the offset; or (3) a UNH 2026 trajectory miss on Optum margin recovery, which would flip the payor-
turnaround leg of the theme. Q2 prints (JNJ 7/15, ABT 7/16, BSX 7/22, HCA 7/24) are the dispositive
test.

Key Data Points

ISRG Q1 revenue $2.77B (+23% YoY); 17% procedure growth; FY26 procedure-growth guide raised
to 13.5-15.5% from 13-15%; Q1 EPS $2.50 vs $2.10 consensus [Bloomberg, Apr 21 2026; ISRG
Q1 2026 Transcript]

INT Q1 sales $24.06B vs $23.62B est; pharma unit +11.2% to $15.43B; medtech +7.7% to $8.64B;
cancer drug sales +22%; FY26 EPS guide $11.45-11.65; FY26 revenue $100.3-101.3B [WSJ, Apr
14 2026]

JNJ Q1 Darzalex sales $4.0B vs $3.4B est; Tremfya $1.6B vs $1.2B est; STELARA -60% YoY
[CNBC, Apr 14 2026]

UNH Q1 adj EPS $7.23; FY26 guide raised by $0.50 to >$18.25 minimum; medical-loss ratio 83.9%
(vs 84.8% Q1 2025); Optum operating earnings $1.3B; ~$1.5B Al investment plan; $2.0B share
buyback [Bloomberg, Apr 21 2026]

UNH faces $6B Medicare payment hit in 2026; Medicare Advantage members 8.0M; Optum Health
consolidating EMR systems from 18 to 3 [Bloomberg, Apr 20 2026]

TMO QI revenue $11.01B (+6%); adj operating margin 21.8%; FCF $1.2B; raised guidance; Clario
acquisition closed [TMO Q1 2026 Transcript]

ABT Q1 adj EPS $1.15 vs $1.14 consensus; FY26 guide cut to $5.38-5.58 from $5.55-5.80 (vs $5.60
consensus); Q1 reported EPS $0.61 vs $0.76 prior year; rapid molecular diagnostics -10% [WSJ, Apr
16 2026]

ABT Q2 EPS guide $1.25-1.31 vs $1.36 consensus; Exact Sciences acquisition $21B; FY headwind
$0.20/share [CNBC, Apr 16 2026]

BSX Q1 revenue $5.203B (+11.6%); adj EPS $0.80 (+6%); cut FY26 organic-revenue guide to 6.5—
8% (from 8-10%); neuromodulation +15%; planned $2.0B Q2 buyback [BSX Q1 2026 Transcript]
HCA Q1 revenue +4.3%; adj EBITDA +1.9%; respiratory admissions -42% YoY; ~$180M EBITDA
hit from respiratory + winter storms offset by $200M Medicaid supplemental (vs $80M expected);
$1.57B Q1 buybacks [HCA Q1 2026 Transcript]

DHR QI sales $6.0B; core revenue +0.5% (+3% ex-respiratory); respiratory -25% YoY (250 bps
headwind); bioprocessing equipment orders +30% — first positive in 8 quarters; FY26 EPS $8.35-
8.55 [DHR Q1 2026 Transcript]

ABT stock fell ~6% on guidance cut; benchmark/Stifel/BofA analyst targets cut to $120 from $145-
$150 [WSJ, Apr 16 2026; CNBC, Apr 17 2026]

Companies Affected

Ticker ETF Weight Impact

JNJ 10.71% Direct — beat-and-raise on Innovative Medicine; STELARA -60%
headwind absorbed
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Ticker ETF Weight Impact

UNH 5.43% Direct — turnaround quarter; Al investment commitment

T™MO 3.67% Direct — guidance raise; Clario deal closed; bioprocessing inflection
echoed at DHR

ISRG 3.08% Direct — strongest beat-and-raise; procedure-growth guide raised

ABT 3.15% Direct (negative) — FY EPS guide cut; Exact Sciences dilution

BSX 1.78% Direct (negative) — FY organic guide cut on EP share-loss + tariffs

DHR 2.31% Direct (mixed) — respiratory drag offset by bioprocessing inflection

HCA 1.43% Direct (mixed) — respiratory hit offset by Medicaid supplemental

Catalyst Watch

2026-04-30 — SYK Q1 earnings: Procedure-volume confirmation read; would reinforce or break
the procedures-strong leg.

2026-05-06 — CVS Q1 earnings: Second payor data point after UNH; tests whether MLR improve-
ment is industry-wide.

2026-07-15 — JNJ Q2 earnings (decision point): First Q2 cycle report; sets the Innovative Medicine
vs MedTech mix lens for the rest of the cycle.

2026-07-16 to 2026-07-24 — ABT/BSX/TMO/HCA Q2 earnings: Confirmation/reversal test for
the bifurcation. Watch ABT diagnostics recovery, BSX EP share, HCA respiratory normalization,
TMO bioprocessing trajectory.

Theme 3: Patent-cliff M&A and licensing renewal wave

Composite Score: 4.0 | Direction: Mixed | Breadth: Subsector

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 4/5 5/5 3/5 2/5 4/5

What’s Happening

Big pharma is using its balance sheet to refill pipelines ahead of the 2028 Keytruda loss of exclusivity
(LOE) and ongoing erosion of STELARA, with deal flow concentrated in three flavors: small-to-mid
biotech bolt-ons, Chinese-asset licensing, and obesity platform expansion. The driver is a near-term LOE
wall that puts roughly $50B+ of branded-pharma revenue at risk by the end of the decade, particularly
Keytruda’s $31.7B (50% of MRK total revenue) [FT, Apr 14 2026].

In this two-week window, Eli Lilly was reported to be acquiring oncology biotech Kelonia Therapeu-
tics in a deal valued at $2B base / up to $7B with milestones — extending its push beyond GLP-1s; LLY
2025 cancer revenue was $9.4B of $65.2B total, and Kelonia’s lead trial enrolled 40 patients [WSJ, Apr
19 2026; CNBC, Apr 20 2026]. Merck disclosed $26B of acquisitions in the past year (Cidara $9.2B,
Verona $10B, Terns $6.7B) and now has 22 Phase 3 medicines in 2026 [FT, Apr 14 2026]. Sun Pharma
and Griinenthal are in competitive bidding for Organon (women’s health, $2.4B market cap, $8.8B to-
tal debt; binding bids “in coming weeks”) [Bloomberg, Apr 16 2026]. The Cerevel-AbbVie acquisition
lineage continues to seed new IPOs: Kailera Therapeutics raised $625M at $16/sh and opened at $26
(+62.5% debut) [Reuters, Apr 17 2026; Bloomberg, Apr 13 2026]. Cross-border, big pharma paid $5.6B
upfront across 70 China-biotech licensing transactions in 2025, with $1.9B already committed YTD 2026
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across 30 deals; Chinese assets reach trial-launch in 2—4 months vs 6-9 months in the US [WSJ, Apr 11
2026]. Merck separately committed up to $1B to a Google Cloud Al partnership for drug-discovery
productivity [Reuters, Apr 22 2026].

The pattern is durable but two-edged: it confirms forward-pipeline credibility but compresses near-
term margins via deal expense and IPR&D charges (LLY took a $0.52/sh IPR&D charge in Q4 2025
[LLY Q4 2025 Transcript]).

Why Now

The 2028 LOE wall is now inside the typical 2-3 year integration runway, so deals signed today have
to close, integrate, and deliver clinical readouts before Keytruda erosion accelerates. Three forces com-
pound the urgency: (1) MFN pricing (Theme 1) shrinks projected NPV of internal R&D, raising the
relative attractiveness of acquired assets with shorter payback profiles; (2) the FTC posture under the
current administration is friendlier to bolt-on biotech deals than the 2023 environment, opening the deal
window; and (3) Chinese clinical-trial speed advantages (2—4 months to launch) materially compress
time-to-data versus organic US development.

What Breaks This

Three triggers would invalidate the theme: (1) FTC blocks a marquee transaction (e.g., LLY-Kelonia or a
hypothetical larger oncology deal), resetting deal-comp expectations; (2) a tariff escalation that explicitly
captures pharma-licensing payments to Chinese counterparties, which would amputate the cross-border
channel that’s now $5.6B/yr; or (3) a clinical failure in a recently acquired asset (Verona, Cidara, Terns)
that would dispossess the M&A premium. ASCO 2026 (5/29) is the highest-stakes near-term test for
oncology bolt-ons.

Key Data Points

Eli Lilly to acquire Kelonia in deal worth up to $7B (base $2B + milestones); LLY 2025 cancer
revenue $9.4B of $65.2B total; Kelonia lead trial 40 patients enrolled [WSJ, Apr 19 2026; CNBC,
Apr 20 2026]

Merck $26B of acquisitions in past year; Keytruda $31.7B revenue (50% of MRK total) faces 2028
LOE; 22 Phase 3 medicines in 2026; Cidara $9.2B, Verona $10B, Terns $6.7B [FT, Apr 14 2026]
Sun Pharma and Griinenthal vie for Organon ($2.4B market cap, $8.8B total debt); binding bids “in
coming weeks” [Bloomberg, Apr 16 2026]

$5.6B upfront across 70 China-biotech licensing deals in 2025; YTD 2026 $1.9B across 30 deals;
Chinese trial launch 2—4 months vs US 6-9 months; Gilead-Pregene $120M upfront [WSJ, Apr 11
2026]

Kailera Therapeutics IPO: $625M raised at $16/share; opened $26 (+62.5%); ~33.3M shares offered,;
Bain Capital ~33% post-IPO ownership [Reuters, Apr 17 2026; Bloomberg, Apr 13 2026]
AbbVie’s $8.7B Cerevel acquisition (2024) seeded Kailera; CEO Renaud is ex-Cerevel/AbbVie [Bloomberg,
Apr 13 2026]

Merck-Google Cloud partnership commits up to $1B for Al capabilities (drug-discovery productivity)
[Reuters, Apr 22 2026]

Cited deal aggregates: $63B and $74B referenced in WSJ “Big Pharma Thinking Small” coverage
[WSJ, Apr 13 2026]

Companies Affected
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Ticker ETF Weight Impact

LLY 13.57% Direct — Kelonia oncology bolt-on; portfolio diversification beyond GLP-1

MRK 5.43% Direct — most aggressive deal cadence ($26B/yr); Keytruda LOE
exposure highest

ABBV 7.00% Direct — Cerevel lineage continues to seed pipeline; Skyrizi/Rinvoq
franchise must replace Humira

JNJ 10.71% Direct — STELARA -60% in Q1 illustrates LOE pressure logic for the
sector

BMY 2.28% Direct — Eliquis LOE creates parallel pipeline-renewal pressure

PFE 2.93% Direct — China-licensing channel highlighted; pipeline gap post-COVID

GILD 3.26% Direct — Pregene $120M upfront; HIV franchise renewal needed

AMGN 3.56% Direct — biologics LOE exposure; participates in cross-border licensing

Catalyst Watch

2026-04-30 — MRK Q1 earnings (decision point): Most direct read on M&A cadence and pipeline-
quality narrative.

2026-05-11 — ASGCT 2026 (gene & cell therapy): Tests Cerevel-Kailera lineage and gene-therapy
bolt-on premium.

2026-05-21 — ASCO 2026 abstract titles: Pre-meeting catalyst that prices oncology M&A pre-
mium.

2026-05-29 — ASCO 2026 Annual Meeting (decision point): Validates or refutes oncology bolt-on
premium within hours.

2026-06-22 — BIO International Convention: Licensing-deal volume tradeshow; cross-border
deal flow indicator.

Theme 4: GLP-1/obesity market commoditization & competitive intensification

Composite Score: 3.8 | Direction: Mixed | Breadth: Company-specific

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 3/5 5/5 3/5 3/5 5/5

What’s Happening

The GLP-1/obesity category — until recently a near-duopoly between Novo Nordisk and Eli Lilly — is
rapidly fragmenting along three axes: generic encroachment, oral formulations, and Al-driven discovery.
Indian generic-maker Hetero Labs began commercial sales of generic semaglutide in March 2026, tar-
geting 1.5M pens/year across 75+ countries in Africa, Asia, and the Middle East under brands Truglyx,
Rolmodl, and Moto G [Reuters, Apr 16 2026]. Indian authorities also seized 260+ counterfeit Mounjaro
pens being sold at a 27% discount, indicating the supply pressure is broad enough to attract counterfeiting
[Reuters, Apr 20 2026].

On the innovation axis, Eli Lilly’s oral GLP-1 Foundayo (FDA-approved early April 2026) demon-
strated cardiovascular non-inferiority to insulin in T2D, putting pricing pressure on Novo’s Wegovy (Jan-
uary 2026 launch) [Reuters, Apr 16 2026]. Pfizer validated monthly-dosing GLP-1 in Q4 2025 and
reaffirmed 2026 guidance (Q4 revenue $17.6B, non-COVID growth +9%) [PFE Q4 2025 Transcript].
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AMGN’s MariTide is contributing to its volume-growth story (Q2 2025: 13% volume growth) [AMGN
Q22025 Transcript]. Novo Nordisk responded with a wide-ranging OpenAl partnership across discovery,
manufacturing, and commercial — pilot Q2 2026, full integration Q4 2026 — and previously announced
9,000 job cuts under its new CEO who started August 2025 [Bloomberg, Apr 14 2026; Reuters, Apr 14
2026].

Capital markets are pricing the TAM as expanding even as competition intensifies: Kailera Thera-
peutics priced its TPO at $16, opened at $26 (+62.5%) and raised $625M; the obesity-drug market is
expected to reach ~$100B/year revenue this decade and ~$150B/year by 2030 [Reuters, Apr 17 2026;
Bloomberg, Apr 14 2026]. Net effect: TAM validation is durable, but per-molecule pricing power and
market-share assumptions for LLY/NVO must be recalibrated.

Policy overlay matters too: UNH’s pushback on Trump’s Medicare obesity-coverage program (launch-
ing 2027, CMS 80% plan-participation target) suggests payor friction on volume rollout, even as the
regulatory direction favors expanded coverage [Bloomberg, Apr 21 2026].

Why Now

The competitive structure is shifting on three axes simultaneously: (1) Foundayo’s FDA approval (early
April 2026) makes orals a viable substitute for the first time, which historically has been the inflec-
tion point for category commoditization in chronic-disease drugs; (2) Hetero’s commercial launch in
low/middle-income countries demonstrates that the cost stack can support generic semaglutide outside
developed markets despite ongoing IP protection in the US/EU; and (3) the Novo-OpenAl deal signals
that LLY’s manufacturing-scale moat (the differentiator since 2023) is being attacked through R&D pro-
ductivity rather than capacity. ADA 2026 (6/5) is the next scientific data point.

What Breaks This

Three triggers would invalidate the theme: (1) generic semaglutide reaching developed markets before
the 2031 LOE — would require breaching IP, currently unlikely but watched; (2) UNH or other ma-
jor Medicare Advantage plans formally declining the Medicare obesity-coverage program, which would
shrink the addressable pricing premium; or (3) a clinical-failure read on Foundayo or MariTide that re-
anchors the category back to injectable duopoly. The Hetero generic launch arriving earlier than most
models expected is itself the consensus-deviation signal that supports the theme.

Key Data Points

Hetero Labs generic semaglutide: 1.5M pens/year target, 75+ countries, launch March 2026; brands
Truglyx/Rolmodl/Moto G [Reuters, Apr 16 2026]

Lilly Foundayo (oral) met heart-risk reduction non-inferiority vs insulin in T2D; FDA-approved early
April 2026; competes with Wegovy (Jan 2026 launch) [Reuters, Apr 16 2026]

Kailera IPO: $625M raised at $16/sh; opened $26 (+62.5%); 33.3M shares; obesity TAM projection
$150B/yr by 2030 [Reuters, Apr 17 2026]

Novo Nordisk-OpenAl partnership across discovery/manufacturing/commercial; pilot Q2 2026, full
integration Q4 2026; obesity-drug market expected ~$100B/yr revenue this decade [Bloomberg, Apr
14 2026; Reuters, Apr 14 2026]

Novo Nordisk previously announced 9,000 job cuts; new CEO start date August 2025 [Bloomberg,
Apr 14 2026]

India seizure: 260+ counterfeit Mounjaro pens; 27% discount sold on IndiaMART; recovered raw-
materials value ~$859,000 [Reuters, Apr 20 2026]

LLY full-year 2025 revenue $65.2B (+45% YoY); 2026 guidance $80-83B (+25% midpoint); Zep-
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bound 70% obesity new-Rx share; 36 Phase 3 active programs; US price -7% in Q4 2025 [LLY Q4
2025 Transcript]

PFE Q4 2025 revenue $17.6B; non-COVID growth +9%; obesity GLP-1 monthly dosing validated;
2026 guidance reaffirmed [PFE Q4 2025 Transcript]

AMGN Q2 2025 revenue $9.2B (+9% YoY); 13% volume growth; MariTide momentum cited [AMGN
Q2 2025 Transcript]

Biotech IPO market: Kailera +63%, Alamar +29% post-IPO; Nasdaq Biotech Index +50% over the
prior year [Bloomberg, Apr 17 2026]

UNH flagged Medicare obesity-coverage program launching 2027 as challenging; LLY -3.9% / NVO
-3% on the news [Bloomberg, Apr 21 2026]

Companies Affected

Ticker ETF Weight Impact

LLY 13.57% Direct — Foundayo launch, Zepbound 70% NRx share, but ~$100B TAM
now contested

AMGN 3.56% Direct — MariTide development; entrant with biologic differentiation

PFE 2.93% Direct — monthly-dosing GLP-1 validated; pipeline option in
commodity-leaning category

UNH 5.43% Indirect (negative) — payor friction on Medicare obesity program rollout

Catalyst Watch

2026-04-30 — LLY Q1 earnings (decision point): First post-Foundayo-launch print; Zepbound
NRx share, US net price commentary, Foundayo launch metrics.

2026-04-30 — AMGN Q1 earnings (decision point): MariTide trial progress and competitive dis-
closure.

2026-05-05 — PFE Q1 earnings: Monthly-GLP-1 development update read against LLY s commer-
cial momentum.

2026-06-05 — ADA 86th Scientific Sessions (decision point): Highest-stakes GLP-1 scientific
event of 2026; retatrutide / next-gen reads.

2026-06-13 — ENDO 2026 (Endocrine Society): Secondary clinical data window; complements
ADA.

Cross-Theme Interactions

The four themes are not independent — three interact materially through specific transmission channels.
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Theme A
- Theme Key
B Mechanism Direction Variable

Theme 1 MFN pricing overhang caps ETF re-rating despite earnings  Reinforcing ~ XLV/SPX
(MFEN) -  beats; explains XLV +0.25% vs broadly constructive prints (negative on  relative per-

Theme 2 multiple) formance
(Q1 diver- through
gence) 4/30 cluster
Theme 1 MFN compresses internal R&D NPV, raising the relative Reinforcing  $/sh
(MFN) -  IRR of acquired assets and accelerating bolt-on cadence; (more deals  acquirer
Theme 3  but it also lowers the price ceiling on assets being acquired  at lower dilution
(M&A) multiples) disclosed in
deal
accounting
Theme 1 Trump Medicare obesity program (theme_001 adjacency) Reinforcing  LLY/NVO
(MFN) -  creates volume opportunity but at MFN-anchored prices; (negative on  US net price
Theme 4  UNH already flagging payor friction price, disclosure
(GLP-1) positive on on 4/30
volume)

Theme 4  Obesity TAM
(GLP-1) (100-150B/yr)isthehighest — N PVtarget forbolt —
— Theme ons; Kaileral PO(+62.5/clinical-asset)

3 (M&A)

Theme 4  LLY GLP-1 strength powers the Reinforcing  LLY Q1
(GLP-1) “innovative-medicine-strong” leg of the divergence theme; if Zepbound
— Theme Foundayo soft-launches, the divergence narrative weakens NRx +

2 (Q1 di- Foundayo
vergence) launch

metrics

Most consequential interaction: Theme 1 (MFN) — Theme 2 (Q1 divergence) is the single channel
that explains why XLV is flat despite generally constructive earnings. Watch the XLV reaction function on
4/29-4/30 — if the 4/30 cluster reports clean MFN flow-through commentary and the ETF still fails to re-
rate, the policy overhang is mechanically dominating fundamentals and the duration of underperformance
extends through the 6/30 CMS deadline. If MFN commentary is “pre-modeled” and the ETF re-rates,
the theme partially defangs near-term and the Q1 divergence theme can drive idiosyncratic alpha within
the sector.
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Forward Calendar
Next 30 Days (through 2026-05-25)
Themes
Date Event Affected Importance
2026-04-29 ABBV Q1 earnings Theme 1, 3 High
2026-04-29 FOMC April 2026 rate decision Theme 2 Medium
2026-04-30 LLY Q1 earnings Theme 1, 3,4  Critical
2026-04-30 MRK Q1 earnings Theme 1, 3 Critical
2026-04-30 AMGN Q1 earnings Theme 1, 3,4 Critical
2026-04-30 BMY Q1 earnings Theme 1 Medium
2026-04-30 SYK Q1 earnings Theme 2 Medium
2026-04-30 CMS GENEROUS application deadline Theme 1 Critical
2026-05-04 VRTX Q1 earnings Theme 1 Medium
2026-05-05 PFE Q1 earnings Theme 1, 4 High
2026-05-06 CVS Q1 earnings Theme 2 Medium
2026-05-07 GILD Q1 earnings Theme 1 Medium
2026-05-07 MCK Q1 earnings Watch Low
(orphan)
2026-05-11 ASGCT 2026 (gene & cell therapy) Theme 3 Medium
2026-05-21 ASCO 2026 abstract titles Theme 3 High
Days 31-90 (2026-05-26 through 2026-07-24)
Themes
Date Event Affected Importance
2026-05-29 ASCO 2026 Annual Meeting Theme 3 High
2026-06-01 IRA Third Cycle initial offer deadline Theme 1 High
2026-06-03 MDT Q4 FY2026 earnings Watch Medium
(orphan)
2026-06-05 ADA 86th Scientific Sessions Theme 4 High
2026-06-13 ENDO 2026 (Endocrine Society) Theme 4 Medium
2026-06-17 FOMC June 2026 (SEP meeting) All High
2026-06-22 BIO International Convention 2026 Theme 3 Medium
2026-06-24 ACIP June 2026 meeting Watch Medium
(orphan)
2026-06-30 CMS GLOBE & GENEROUS final agreement Theme 1 Critical
deadline
2026-07-15  JNJ Q2 2026 earnings Theme 2 Critical
2026-07-16 ABT Q2 2026 earnings Theme 2 High
2026-07-22 BSX Q2 2026 earnings Theme 2 High
2026-07-22 TMO Q2 2026 earnings Theme 2 Medium
2026-07-24 HCA Q2 2026 earnings Theme 2 High

Critical Decision Windows

2026-04-29 — 2026-05-05 (5 trading days): 9 catalysts including 6 decision points. All four passing
themes have at least one decision point or first-mover event in this window. The 4/30 stack alone contains
LLY/MRK/AMGN/BMY Q1 prints + SYK + CMS GENEROUS deadline. By 5/5 close (after PFE Q1),
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the trajectory of three of four themes (MFN, M&A, GLP-1) and the early read of the Q1 divergence
continuation will be largely set. Position-sizing and hedge decisions should be locked in pre-4/29.

2026-05-29 - 2026-06-05 (5 trading days): ASCO 2026 (5/29) tests M&A premium, IRA Third
Cycle initial offer (6/1) tests negotiating posture going into the 6/30 deadline, and ADA 2026 (6/5) is the
highest-stakes GLP-1 scientific event of the year. Three independent themes get tested in 5 trading days,
but events are spread day-by-day, allowing position adjustments between events.

Monitoring Recommendations

Quantitative Triggers

ETF support/resistance: XLV breaks below the 52-week low of $127.35 (currently 11.7% below
$144.18) or above $160.59 (52-week high; 11.4% upside). A break below $140 would mark MFN
flow-through being priced in beyond consensus.

10Y yield: Breaks above 4.50% or below 4.00% (current: 4.34%). Pharma duration sensitivity is
highest in this rate band.

2Y yield: Breaks above 4.00% or below 3.50% (current: 3.83%). Rate-cut repricing affects payor
(UNH, CVS) and hospital (HCA) capital structures.

Single-day move: Any XLV decline exceeding -1.41% (worst day in lookback: 2026-04-24 at -
1.41%) or -2.0% confirms a regime shift; +1.5% on a Q1 print signals MFN risk being priced as
digestible.

Yield-curve spread: 10Y-2Y spread moves below 30 bps (current: 51 bps). A flattening through
this level signals recession-cycle reweighting that disproportionately benefits defensive sub-pharma
holdings.

Theme-Specific Signals

Theme 1 (MFN): Q1 commentary on US net-price treatment (ABBV 4/29 first); ratio of revenue beat-
and-cut versus beat-and-raise across 4/30 cluster; CMS GENEROUS participation count disclosed
post-deadline.

Theme 2 (Q1 divergence): Q2 ABT diagnostics sequential trajectory; BSX EP share-loss commen-
tary; HCA respiratory normalization rate; UNH MLR Q2 trajectory off 83.9% Q1 baseline.

Theme 3 (M&A): ASCO oncology readouts on Verona/Cidara/Kelonia-pattern assets; FTC posture
on the next $5B+ pharma deal; sequential China-licensing deal count vs $1.9B YTD pace.

Theme 4 (GLP-1): Foundayo launch metrics (LLY 4/30); Hetero generic distribution channel ex-
pansion beyond Africa/Asia/Middle East; ADA 2026 next-gen GLP-1 (retatrutide, oloralintide) data;
UNH Medicare obesity-program participation decisions.

Data Sources

Earnings: company IR pages and SEC EDGAR; FMP earnings calendar for confirmation
Drug-pricing policy: CMS Innovation Center (GENEROUS / GLOBE), HHS announcements
Clinical data: ASCO/ADA/ENDO/BIO conference abstracts and webcasts

Tracking: ETF flows via FactSet/Bloomberg; 10Y yield via FRED DGS10
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Company-Specific Watch Items

Not every material catalyst fits neatly into a sector theme. The orphan-catalyst pass surfaced three items
that warrant attention either because the company has material ETF weight or because the event could
create a new theme.

McKesson (MCK, 2.01% of XLV) — Q1 2026 earnings

Date: 2026-05-07

What to watch: MCK is exposed to drug-pricing flow-through (Theme 1) and pharma volume
(Theme 2) but not centrally — pharma distributors capture buy-side margin that is largely insulated
from MFN net-price erosion in the short term. The watch case is whether GLP-1 channel mix (oral
Foundayo vs injectable Zepbound) shifts wholesale economics, or whether MFN compliance routes
manufacturers around traditional wholesalers.

Monitoring triggers: Operating margin compression beyond seasonal pattern; GLP-1 channel mix
commentary; federal channel exposure under MFN regime.

Current theme connection: Tangential to Theme 1; could spawn a “Drug distribution channel re-
structuring” theme if guidance materially misses on volume/mix.

Medtronic (MDT, 2.08% of XLV) — Q4 FY2026 earnings

Date: 2026-06-03

What to watch: MDT is not in any of the 4 passing themes (Theme 2 — Q1 divergence — covers
BSX/ABT/SYK/ISRG/DHR but not MDT). With MDT reporting at fiscal year-end, the FY2027 out-
look will be the cleanest medical-device read on tariff exposure across the entire portfolio (cardiac,
neuroscience, surgical) — broader than BSX’s electrophysiology-specific issues. Diabetes-franchise
commentary also bridges to Theme 4 (GLP-1).

Monitoring triggers: FY2027 organic revenue guide vs consensus (low-to-mid single-digit base-
line); tariff and FX impact disclosure (BSX disclosed similar in Q1); diabetes franchise momentum
(GLP-1 adjacency); renal denervation / structural heart progression.

Current theme connection: Could trigger a “Medical-device tariff and supply-chain pressure” theme
if MDT echoes BSX’s Q1 cut pattern.

ACIP June 2026 meeting (CDC vaccine recommendations) — PFE/MRK exposure

Date: 2026-06-24

What to watch: ACIP committee composition has been politically restructured under the current ad-
ministration. PFE/MRK vaccine franchises are exposed but vaccine policy is not currently captured
in any passing theme (vaccine-policy candidate scored 3.17, below the 3.5 threshold). If ACIP re-
verses recommendations on Prevnar (PFE), Vaxneuvance, or RSV vaccines, it would create a theme
affecting an estimated $15-20B of US vaccine revenue across PFE/MRK, with second-order effects
on Theme 2 (HCA respiratory admissions if vaccination rates fall).

Monitoring triggers: ACIP agenda items pre-meeting (typically published 2-3 weeks ahead); public
statements from new ACIP members on existing recommendations; pediatric immunization schedule
modifications; RSV vaccine recommendation status; PFE/MRK vaccine revenue commentary in Q1
calls (MRK 4/30, PFE 5/5) for pre-positioning.

Current theme connection: None — strongest orphan candidate to spawn a new theme.
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Major Holdings Without Theme Coverage

No XLV holdings >5% weight fell outside theme coverage. The five holdings above the 5% threshold
(LLY 13.57%, JNJ 10.71%, ABBV 7.00%, UNH 5.43%, MRK 5.43%) are each captured by at least one
passing theme:

LLY — Themes 1 (MFN), 3 (M&A via Kelonia), 4 (GLP-1)

JNJ — Themes 1 (MFN), 2 (Q1 divergence), 3 (STELARA LOE pressure)

ABBYV — Themes 1 (MFN), 3 (Cerevel/Kailera lineage)

UNH — Themes 1 (Medicare obesity adjacency), 2 (Q1 turnaround), 4 (Medicare obesity policy
friction)

MRK — Themes 1 (MFN), 3 (Keytruda LOE / $26B M&A cadence)

This is unusually clean coverage — a function of (1) the MFN regime’s universal scope across the
top pharma holdings, and (2) the Q1 earnings cluster falling inside the lookback window. Coverage gap
count is 0 and theme-coverage of ETF weight is ~71.7%, with the residual being mid/small-cap holdings
outside the thematic lens.

Data Quality & Coverage Notes

Coverage Statistics

Articles ingested: 133

Articles after filtering: 118 (88.7% retention)

Articles classified as relevant by extractor: 71 of 118 (60.2%)
Article events extracted: 71

Transcript events extracted: 80

Total events: 151

Events incorporated into themes: 51 (33.8% coverage rate)
Estimated ETF weight coverage: ~71.7% of XLV by weight (16 of top 20 holdings appear in at
least one theme)

Catalysts mapped to themes: 26 of 29 (89.7%)

Orphan catalysts: 3 (MCK, MDT, ACIP)

Quality Markers

All four passing themes scored above the 3.5 composite threshold (highest 4.6 — MFN; lowest 3.8
— GLP-1).

Theme 2 (Q1 divergence) has the heaviest evidence base (5/5) — 22 events including 8 transcripts
directly cited.

Theme 1 (MFN) had only 6 events but the highest materiality (5/5) and durability (5/5) — small N
reflects the policy concentration around Regeneron’s signing in this window, not a thin theme.
Decoy diagnostics (consensus_deviation mean 2.8, durability mean 3.8) sit in normal range — no
inflation signal.

Coverage gap count is zero per coverage_gaps . j son; the 33.8% event-to-theme coverage rate is below
the >30% comfort line but consistent with active-period synthesis where many extracted events are
off-theme M&A or company-specific items.

Catalyst dates verified — none in the past relative to 2026-04-25.
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Warnings

The 30% US-pharma profit-impact figure (Theme 1) is sourced to Bloomberg reporting and is a
modeled, not reported, number; the actual Q1 2026 commentary on MFN flow-through has not yet
been delivered (first read 4/29 ABBV).

LLY-Kelonia (Theme 3) is reported but not closed; the $2B base / $7B with milestones range reflects
deal-structure uncertainty.

Foundayo data (Theme 4) is for cardiovascular non-inferiority vs insulin in T2D; the obesity-specific
competitive position vs Wegovy depends on additional readouts not yet public.
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Appendix: How to Read This Report

Key Terms
Composite Score: Themes are scored 1-5 across four dimensions. Formula: (Materiality x 2 +
Breadth + Evidence + Novelty) / 5. Threshold: 3.5; scores of 4.0+ indicate strong, well-evidenced
themes. Two additional diagnostic dimensions (Consensus Deviation, Durability) are scored but do
not enter the composite.
ETF Weight: The percentage of the ETF’s total holdings represented by a company (from ETF
prospectus data). Higher weight = greater impact on ETF performance.
Direction: Whether the theme is positive (bullish for affected companies), negative (bearish), or
mixed (winners and losers).
Breadth: How widely the theme affects the sector:

— Sector-wide: Impacts most holdings across the sector
— Subsector: Impacts a specific industry group (e.g., diagnostics, GLP-1 makers)
— Company-specific: Primarily affects 1-2 companies

Catalyst Types

Decision Point: A binary event that will resolve uncertainty and force a market reaction (e.g., FDA
decision, major earnings report)

Accelerating: An event that could amplify or validate an existing theme trend

Monitoring: Ongoing data releases that provide incremental signals (e.g., monthly script data)

Importance Levels

Critical: High probability of significant sector-wide price movement; requires immediate attention
High: Material impact expected on multiple theme-relevant holdings

Medium: Incremental data point that refines theme outlook

Low: Routine event with limited theme impact unless there’s a surprise

Outcome Distributions

Decision-point catalysts use a P10/P25/P50/P75/P90 scenario fan showing the range of plausible out-
comes from most bearish (P10) to most bullish (P90). P50 is the base case. These are subjective assess-
ments based on current evidence, not quantitative models. current_consensus indicates which percentile
reflects current market pricing.

Generated: 2026-04-25 | Sources: 71 articles analyzed (from 118 filtered, 133 ingested), 80 tran-
script events reviewed, 151 events extracted across 6 publishers (Bloomberg, Reuters, WSJ, FT, CNBC,
NYT)

This report is for informational purposes only and does not constitute investment advice. Past performance is not indicative of

future results. Data sources and methodology are described in the Data Quality & Coverage Notes section.
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