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50 HealthCare

The recent uproar over

drug pricing and worries of a
biotech bubble haven't
discouraged some savvy asset
managers, who believe recent
advancesin scienceand
technology are aboutto usher
inanew eraof drug discovery
and consumer-oriented,
data-driven medicine.

By Kaitlin Ugolik
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VISITORS COULD BE FORGIVEN FOR MISTAKING THE OFFICES OF CROSS-
over fund RA Capital Management, near Boston’s theater district, for
those of a technology start-up. A gleaming white entryway, liberal use
ofstandingdesks and awell-stocked communalkitchen are the setting
forateam of researchers, analysts and designers poring over numbers
and charts. Thevibe practically screams “disruption” and “innovation.”
A closer look at a large collection of blown glass lining the hallways
reveals reproductions of individual virus molecules by British artist
LukeJerram. There’sEbola, E.coli, HIVand even avian flu. Theylead to
abright conference room dominated by alarge screen displaying slide
after slide of colorful and intricately detailed maps that may hold the
keystocuringthose diseases and more.

Bringing to mind Steven Spielberg’s science fiction thriller Minority
Report,RA Capital’s39-year-old co-founderand portfolio manager Peter
Kolchinsky, whohasaPh.D.invirology from Harvard University, manip-
ulatesatouchscreenshowingcolorful blocksoftextdistillingeverything
thatcurrentlyis known about diseases such as breast cancer, hepatitis C
andHuntington’sdisease. Hisfirmisinvested invariousdrugstargeting
specific molecular mechanisms that trigger disease, but Kolchinsky
seesthereal potential in the black space of what’s unknown about these
conditions. Thanks to the confluence of increasing demand and scien-
tific innovation, roadblocks to understanding and treating disease that
seemedinsurmountableadecadeagohaveturned into opportunitiesthat
could bothsavelives and be incredibly lucrative for the right investors.

About 200 miles away, in New York, Internet entrepreneur Unity
Stoakes is building a small empire of health care technology start-ups
inthe former headquarters of Goldman Sachs Group. On the 29th floor
of85Broad Street, achunk of cozy, hardwood-floored offices owned by
coworking-space developer WeWork has been set aside for companies
that are part of the StartUp Health network. Since launching in 2014
the network has grown to include 117 companies in more than 50 cities
around the world that promise todo everything from in-home dialysis
treatmentstomedical fraud prevention through biometrics. In asmall

furnished room thatsoon will become a studio for recording podcasts,
Stoakes, the network’s co-founder and president, preaches the gospel
of creative destruction. Health care is the only major industry, aside
fromeducation, thathasn’tbeen meaningfully disrupted and forced to
re-createitselfas aresult of newtechnology, he says. That is changing.

Kolchinsky and Stoakes represent dual revolutions that are propel-
linghealth careintoanewera of personalized, consumer-oriented, data-
driven medicine. At the edges of RA Capital’s maps are the treatments
andtherapiesthatwill fill health care investors’ portfoliosin the months
andyearstocome. StartUp Health’snetwork comprises dozens of com-
paniesreadyto change the way doctors and individuals communicate
about, monitorand address health concerns. Not all of these companies
willsucceed, but continuing advances in science, coupled with recent
regulatory, culturaland demographicshifts (see “The Silver Tsunami,”
right), have created aconvincingoptimismthatthe overwhelmingtrend
is toward more-expedient and successful diagnoses, treatments and
cures. For investors interested in capitalizing on this disruption, this
meanslookingbeyond hot-button issueslike drug pricesand a potential
biotechbubbletothescience and technology that have transformed so
much inthe sector from empty promise toreality inthe past few years.

“You are seeing literally every aspect of what’s possible be changed
in terms of our health care,” Stoakes says. “It’s not working on a linear
path;it’sworking on an exponentialcurve.”

Ittook13yearsand $2.7billion tosequence the firsthuman genome.
Todayitcanbedoneinafewhoursforafewthousanddollars. Justthree
years ago hepatitis C was for many patients a life sentence to immune
system-weakening treatments for a chronic disease; now studies of
newdrugsindicateacureis possible within three monthsoftreatment.
Researchersarelearning notonly how toidentify which genes mightbe
contributing to a patient’s disease and the mechanisms by which they
are doingitbutalso howto edit those genes to alleviate symptoms and
implementcures.On November 30 researchersfromthe San Francisco—
baséd J. David Gladstone Institutes released new findings that show a
connection between the BRCA1 gene — a mutation of which is known
toincreaseapatient’schance of developingbreast cancer —and Alzhei-
mer’s. Researchers now know that BRCA1 proteins not only cause cells
tomultiply, they interact with neurons, which are depleted ratherthan
divided. This could lead to better prevention and treatment for one of
the most bafflingbrain-related diseases.

“We’re just now starting to see the fruits of genomics,” says Michael
Ringel, global leader of research and product development at Boston
Consulting Group, who is studying ways of valuing new methods and
outcomes of health care. “The depth of understanding of disease is
openingup whole newavenuesof treatment.”

Provider- and consumer-focused technologies that may sound to
somelikesciencefiction — helmetsthat can detectconcussionsin real
time, pill bottles that tell your doctor if and
when you've taken your medication — are
now inuse, and scientists have the capability
todoevenmore. Atthesametime, individual
consumers are becoming increasingly inter-
ested in and capable of tracking their own
health. The implementation of the Patient
Protectionand Affordable Care Act (ACA) has
shifted moreofthe costofcare ontopatientsas
insurersleanon high-deductible plans, giving
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anewgenerationof consumersalready caughtupinaculture of wellness
additionalincentive to tune into their ownhealth.

“This marketisbiggerthan any companyIcanimagine,” says angel
investor Esther Dyson, who has been funding wellness-related entre-
preneurs since early 2007,

The U.S. health care market pulls in about $2.8 trillion in annual
revenue, accordingto PricewaterhouseCoopers, and health careindexes
havelongoutperformed the broader S&P 500. Thoughthe ACAhashad
itsstumbiles, ithasadded morethan 10 million peopletotheU.S. health
care system through exchanges and an additional 12 million through
Medicaid expansion, and the bulk of the changes the ACA has made
to the system are likely to remain in place regardless of who succeeds
Barack Obama as president. But 2015 was undeniably difficult for
health careinvestors. Stocks in the sector —especially, traditional drug
companies and biotechs — had a volatile year, thanksinlarge parttoa
growing chorus of objections todrug pricing practices.

In September a young former hedge fund manager named Mar-
tin Shkreli became the face of the U.S.’s drug cost problem when his
company, New York-based Turing Pharmaceuticals, made headlines
for raising the price of an old toxoplasmosis drug by more than 5,000
percent overnight. Hillary Clinton’s response on Twitter, calling the
moveoutrageousand promisingaplantostopsuch “pricegouging,” sent
health carestockstumbling. The S&P500 Health Care Indexdropped 5.8
percent in one week. Major biotech players BioMarin Pharmaceutical
and Biogen both lost more than 6 percentinoneday.

Turing didn’t pulldown the market single-handedly. At about the
same time, Laval, Canada-based Valeant Pharmaceuticals Interna-
tional came under fire for its own pricing practices and itsrelationship
with a network of specialty pharmacies that allegedly pushed only
Valeant’s drugs. The company’sstock fell 71 percent between September
18 and November17

Most health care investors, no matter how smart they were, felt
the blow from this sell-off. One of Greenwich, Connecticut-based
Viking Global Investors’ funds — the Viking Long Fund, which had
about 43 percent of its assets invested in health care —lost 7.9 percent
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contagion: Dublin-based Allergan lost 13 percent in the last week of
September, and Teva Pharmaceutical Industties, an Israel-based drug-
maker, fell more than 10 percent that same week. In aletter to investors
atthe end of October, Glenview Capital Management founder and CEO
Larry Robbins, whose hedge fund firm owned both Allergan and Teva,
admitted thatitshealth care positionshad “failed to protect your capital,
and mine.” Glenview, which also was hurt by a drop in shares of Chica-
go-based pharmaceuticalscompany AbbVie, was down13.5 percent for
thefirstnine months of2015, accordingtoan HSBC Hedge Weeklyrepott.

The past year’s experiences showed that even a bet on a company
with solid fundamentalsand a pipeline of evidence-based therapies or
technologies canbesubjecttothe dipsand dives of the volatile market.
Investors who remember the biotech bubble of 2000 or got hurt in

“Wevestarted toseealot of companies whose

pipelines hadn't fullymatured entering anew
productcycle that wasunderestimated.”

oLIVERMARTI, Columbus Circle Investors

the recent market stumble may not want to jump into these turbulent
waters now. But for those with access to, and a good understanding of,
the science just beyond the headlines, the opportunities may be too
hard topassup.

“The *90s were really a stepping stone,” says Oliver Marti, who
manages CCI Healthcare, the team at Stamford, Connecticut-based
Columbus Circle Investors responsible for the firm’s $1 billion health
care strategy. “Over the past few years, we’ve started to see a lot of the
companies whose pipelineshadn’t fully matured entering anew prod-
uctcyclethatIthinkwasunderestimated by Wall Street.”

WHEN SOUTH SAN FRANCISCO-BASED GENENTECH, THE COMPANY
credited with creatingthe U.S. biotech sector, launched itsinitial public
offeringin 1980, its stockjumped from $35 to $88 a share in lessthanan
hour. Investors who had been enamored by Silicon Valley’selectronic

in the third quarter. The hedge
fund firm owns almost 5 million

shares of Valeant. But even those
AMERICAISGETTINGOLD,

According tothe US. Depart-

ment of Health and Human
Services, more than 14 percent of the
population was over the age of 65in 2013,
the most recent year for which datais
available. That numberis expected torise
0217 percent by 2040. This graying of
the population will lead to a sharp uptickin
chronic disease, exacerbated by increas-
inglife spans, Although the toll this will
take onthe US!s health care system, par-
ticularly Medicare, is a serious concern,
manyinvestors have found a bright side to
the so-called silver tsunami.

“It'sa megatrend in demographics

that will last through the next decade,

not invested in Valeant felt the

sothat creates a persistent source of
demand for health care products and
services” says Michael Gregory; CIO
and head of health care investing at
Dallas-based hedge fund firm Highland
Capital Management. “It's a rising tide
that lifts all boats,” he adds, noting that
the aging population’s needs will put
pressure on every part of the health care
sector, from pharmaceuticals to medical
devicesto data management.

Baby boomers are playing a major part
insustaining the trend toward personal
wellness. They are aging much differently
fromtheir parents, with more interest in
and access toinformation about their
health. An April 2014 study conducted by

New York-based StartUp Health showed
thatinvestmentin digital health more
than doubled between the first quarter of
2013 and the same period the following
year,and that a major focus of much of
that investment was on products for con-
sumers over 50, Venture capital funding
for that segment of the market made up
53 percent of all digital healthinvestments
between 2010 and 2013 While many tech
and digital health companies focus onthe
coveted Millennial age bracket, seniors —
admittedly faced with a steeper learning
curve —doappearto beinterestedin
joining the tech revolution.

J.P.Morgan Asset Management
made a bet on seniors' resilience

Continued on page 83

and adaptability in October, when it
announced a partnership with AARP,
the nonprofit membership organization
for people age 50 and older, to create

a $40 millioninnovation fund. The firm
will advise AARP on direct investments
inearly-to late-stage companies devel-
oping products to help older people live
independently for longer.

“Asking anyone to change their
behavior s difficult,” says Kathy Rosa,a
portfolio managerin JPMAM's private
equity group. “Innovating through tech-
nology can make it easier for people to
adapt, which creates better outcomes,
such as staying at home longer and hav-
ing better life quality.” —KU.
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Talkin’ BoutaRevolution
Continued from page 53

innovationshad become convinced
thatthe samekind of successful returns
could bewrought from a new technol-
ogyinthe medical field: genomics, the
branch of molecular biology that focuses
onmappingthe networkofgenesinthe
human body. Since the 1860s scientists
and doctorshad understood the func-
tion of DNA, or deoxyribonucleicacid,
the self-replicating molecule that carries
geneticinformation and instructions
for proteins such as hemoglobin, which
carriesoxygenthroughtheblood.Inthe
1970sresearchers at Stanford University
successfullytook genes from one organ-
ismand combined them with genes
from another to create recombinant
DNA —anentirelynew DNA sequence
that can function onitsown—opening
thedoortodiscoveringthestructure
and function ofgenesthat playapartin
many diseases.

Partnering with the Stanford
researchers, Genentech successfully
re-created theinsulin genein1978, and
in1982the company’sfirstinsulindrug,
Humulin, won approval fromthe U.S.
Food and Drug Administration. The
excitementbuilt asgene after gene was
manipulated and duplicated. Investors
piled into Genentech and the many
other gene-focused biotech companies
that quickly followed, bettingthat
theirbreakthroughs would changethe
entire health careindustry. They were
right, but itwould take longer than most
investorsexpected.

Knowing the makeup and function
of one gene isuseful, but withoutthe
larger context of how it fits within the
body’s geneticstructure, includingits
DNA sequence, theimpactislimited.
In1990theU.S. Department of Energy
and the National Institutes of Health
initiated the Human Genome Project,
aninternational efforttoidentifyall of
thegenesin humanDNA. The project

wasinitially scheduled to take15 years;
itwascompleted in13. Advancesintech-
nology sped upthe process, butitwasn’t
fast enough for many biotech start-ups
andinvestors.
GenomicsIPOsbombarded the mat-
ket;in 2000 there were 46 public offer-
ingsonU.S. markets, raising $3.7 billion.
Thatyear the bubble burst: After sky-
rocketingto1,596 in March, the market
cap-weighted Nasdaq Biotechnology
Index (NBI) plunged below1,000in
April. Genentech’s stock fell from ahigh
of $58 persharein March 2000 to $19
pershareduringthe same period ayear
later. It hitalow of $16 per share in 2002
before beginning aslow climbbackup.
Tosomeinvestors, the recentuptick
inbiotechIPOslooks frighteningly sim-
ilar.In 2014 there were 71 biotech IPOs in
the U.S., 25 percent of total IPO volume,
accordingtoRenaissance Capital. In
2015there were 48 by the beginningof
October, raising $4.6 billion. The NBI fell
nearly27 percentbetween July, when
itreacheditsall-time high of4,165,and
mid-October, largely asaresultof tur-
moil overdrugpricesand Valeant.IPOs
slowed inresponse butbegantopickup
againlaterinthefall, puttingthe sector
ontrackforanother possiblerecord year.
Butthe marketisn’tjustdealing
with more start-ups and offerings; it’s
alsoreckoning with more and better
science. Several of2015’s biggest IPOs
have been by companies like Austin,
Texas-based Mirna Therapeuticsthat
are working on genetically engineered
cancerimmunotherapies, treatments
thatbolster a patient’simmunesys-
tem to battle cancer. Others, such as
Vancouver, Canada-based ProNAi
Therapeutics, are pioneering ways to
interfere with specific pieces of DNA to
alterthetrajectory of disease.
“Thenexttento15yearswillbethe
period oftimethatis going to funda-
mentally change humanhealth, and
it'shappeningatapacethat’sextraor-
dinary,” says Kevin Starr, partnerand
co-founder of Boston-based venture
capital firm Third Rock Ventures.
Starrserved as CFOand thenCOOat
Cambridge, Massachusetts-based Mil-
lennium Pharmaceuticals duringthe
eraofgenomics euphoria. He remem-

bersatimeinthelate1990s and early
2000swhen researchers were working
outawaytotreat multiple myeloma, a
rare cancer of the plasma cells, and they
regularly tossed aside as “junk” much
oftheinformationin DNAthathadn’t
yetbeenidentified. They weren’talone:
Untilthe mid-2000s few researchers
were aware of the epigenome —the
compoundsthatdictate howthe
genome functions and record changes
inDNA. Asitturned out, that “junk”
held clues astohow DNA is modified by
diseaseslike cancer.

“When Iwasat Millennium, wedidn’t
even know there was an epigenome,”
Starrsays. “Nowthere’sawholeregula-
tory system we’re exploring thatregu-
lates polygenetic disorders, and there’s
anentirenew class of therapeutics.”

Cambridge-based Voyager Thera-
peuticshasclinicaltrialsunderway fora
novelgenetherapytotreat Parkinson’s
disease and amyotrophiclateral sclero-
sis, alsoknown as ALS or Lou Gehrig’sdis-
ease: The company planstouse viruses as
carriers for proteinsthatcan combat the
genesthat maytrigger these conditions.
Voyager, whichisbacked by Third Rock,
raised $70 million in a November IPO.
AnotherThird Rock company, SAGE
Therapeutics, which raised $90 million
inaJulyIPOandisalsobasedin Cam-
bridge, iscurrently conductingaPhase 3
study of agenetherapy forsuper-refrac-
torystatusepilepticus, arare, life-threat-
eningdisorderthat causesthebrainto
seize continuously. In earlier trials 71
percentof patients were able towean off
anestheticsand then off SAGE’stherapy
withoutrelapsing. .

Inthe1990sit would havetaken 15
years for a product like SAGE’s anti-
seizure drug, known as SAGE-547, to
makeitfromthelabthrough clinical
trials. Now, from a neon paint-splashed
office on Boston’s Newbury Street,
Starris simultaneously keepingtrack
ofabout 40 different clinical trials for
therapeutics, many of which are show-
ingmeasurable patientimprovement
with few side effects. Thesetrials are
amicrocosmofthe progress evident
acrosstheindustry. That’s why, despite
recentbiotech failuresthatarefreshin
their memories, some asset managers
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have taken innovative steps to move

the sector forward. Those who have
watched fromthe beginning are aware
ofthechallenges ahead but are comfort-
ableenough with thesciencetobelieve
that thistime will be different.

THOUGH LARRY FEINBERG, FOUNDER
and managing general partner at
Greenwich-based Oracle Investment
Management, was the first tofocusa
hedge fund solely on health care and
biotech, he may be an unlikely evange-
listforthe current craze. Atthe peak of
the 2000 biotech mania, hisfirm had
one ofthe world’s biggest positionsin
the sector. When the bubble burst, the
humblingexperienceled toachange
inhow Feinbergdid business. Once an
active trader, he now runs Oracle much
morelikea family office, with longer-
term positions. Formuch of thé past
decade, that has meant takingadvan-
tage of the expansion ofthe U.S. health
careindustry through safe betssuch as
hospitals and established companies.
But recent breakthroughs and start-ups

significantly more genetic information
thanitscompetition.

“I'veneverseen anythinglikewhat’s
goingonright nowintermsofdrug
development, interms of results of
productsin clinical studiesand coming
tothe market,” Feinbergsays. “NowI'm
breaking my own rules.”

InBoston, on RA Capital’s futuristic
maps, developed by ateam of in-house
researchers, Kolchinsky points out key
insights from current research on breast
cancer, which like many types of the dis-
easeisreally agroup of different muta-
tions. Oncology isthe furthest ahead in
theracetoidentify and address diseases
by targeting and treating specific gene
mutations, butthe most talked-about
gene-targeting breakthrough in recent
monthswasn’tforacancer; it was for
hepatitis C, aninflammatory virus
thataffectstheliver. “As we cometo
betterunderstand the molecular basis
ofdiseases and diagnose exactly what
iswrong, itbecomesaloteasier tosay,
‘Hereis the tool or combination of tools
thatwould solvethat,’” Kolchinsky says.

“['ve never seenanything like what's going on right now
interms of drug development, interms of results of
productsinclinical trials and coming to themarket.”

LARRY FEINBERG, Oracle Investment Management

with promising pipelines have proved
toohard for Feinberg and many other
asset managerstoignore.

Now Feinbergargues for the necessity
oftaking “scientificrisk,” above and
beyond marketrisk, tomake real money
inhealthcare. Thistranslatesintoinvest-
mentsincompanieslike Durham, North
Carolina-based Chimerix, which plans
toreport Phase3trials of the first-ever
therapy forthe preventionof cytomeg-
alovirus,acommon infection related to
thevirusesthat cause conditionssuch
asmononucleosisand chicken pox, in
early2016. Oracle alsohas positionsin
severalmedical robotics companies and
inMenlo Park-based Pacific Biosciences
of California, the first to offer third-
generation gene sequencing, providing

Although several new treatments
for hepatitis C have made headlines
for their prices — Harvoni and Sovaldi,
from Foster City, California-based Gil-
ead Sciences, cost about $1,000 per pill
—theyare far more effective than any
treatment that existed before. Harvoni,
which the FDA approved in October
2014, effectively cured 94 percent of
patientsinthree monthsand nearly 100
percent of patients after six months by
inhibitingthe protein that replicatesthe
hepatitis Cvirus.

“People call it expensive, but we’re
talkingabout acureineightto12 weeks,
versus prior therapiesthat often
required a lifetime of treatment,” Marti
of CCIL, which owns nearly 3.5 million
shares of Gilead as of its most recent

13Ffiling, “Andit’s only penetratinga
very small percentage of the estimated
hepatitis C market.”

Asmany as150 million people around
theworld have hepatitis C, according
tothe World Health Organization, and
curingtheviruson alargescale would be
onesteptoward eliminating many cases
ofliver cancer. The nextstep: targeting
hepatitis B. RA Capital has made at least
one pastinvestment toward thatend, in
Pasadena, California-based Arrowhead
Research Corp., which isworkingonan
injection. Findinga cureforthis virus
hasturned outtobe much more diffi-
cult, butKolchinsky points tothe value
of Arrowhead’sresearch in understand-
ingthosehurdles. Theimportantthing
toremember going forward, he says, is
thatthese advances are nolonger hap-
peningin avacuum;the breakthroughs
will continue.

“As peaple appreciate that biotech
isnotoperatinginthe darkand under-
stand thatgenetic medicineisgiving
usblueprints, we’re startingtosee a
remarkable change for the sector,” Kol-
chinskysays. “When gene therapy cures
adisease, youdonot reverttothe mean;
youdonottake that back.”

The problem for some investors is
that massive breakthroughs aren’t dis-
covered and implemented overnight,
andinthe meantime other factorsinflu-
encethe market. Many analystslookata
company like Cambridge-based WAVE
Life Sciences, which raised $102 million
inaNovember 11IPO and is working
onDNA therapies for rare diseases,
and worry thatitisn’t worth itsrecent
$350 million market cap because of
whatithasn’tyet produced: earnings
and FDA-approved treatments.

“The public markets are not well
equipped for parsing science data,”
saysKolchinsky, whose firm owns
25 percent of WAVE. He prescribesa
science-based, rather than strategy-
based, outlook.

RA Capital started outin2002asa
public-focused fund but hassince trans-
formed intoacrossover fund, focusing
onthescienceand pipelinesbehind
investment targets, both public and pri-
vate. The firm hasanin-houseresearch
group, dubbed TechAtlas, that creates
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itsdisease-specificmaps. Kolchinsky
believesthat to take fulladvantage of
current and future biotech develop-
ments, investors will have toset aside
theirloyaltiestoparticular strategies.

“Ifwe comeupwith awaytocure Hun-
tington’sdisease, it won’t matterwhich
bucket your money came outof,” hesays,
referringtoaninherited neurodegener-
ative malady that affects about 30,000
Americans. “Ifyou'reonlya publicguy,
youneedtofigure outhowtobroaden
thatmandateand investinthatdrug.
It’sworth figuring outhowto get the flexi-
bility youneedtobeapartofthat.”

ESTHER DYSON WANTS TO ELIMINATE
the need for complex new drugs alto-
gether. Dyson, who made early bets
onFacebookand LinkedIn, has more
recently turned her attentiontohow
basic nutritional information paired
with innovative technology can improve
health and allow investorstocapitalize
onagrowing culture of consumer
wellness. Health —as opposed tohealth
care —should beanassetclassinitsown
right, she contends. “The returns would
besomuchbetter foreverybodyifyou
justthinklonger-term and keep people
frombeingsick,” she says.

ToDyson, investing in prevention
means fundingcompanies such as
Omada Health, a San Francisco-based
enterprise that provides employers and
healthinsurerswith adigital program
aimed at preventing diabetes. Omada
recently completed a $48 million
Series-Cround, bringingtotal funding
tomore than $77 million.

Dyson has founded a nonprofit
known as HICCup that haslaunched
five community case studiestoshow
thata collaborative prevention effort
based onindividual health dataand
known science aboutdietand exercise
can create as much value asthelatest
techinnovation by preventing disease.
The project, called the Way to Wellville,
istakingplace in Muskegon, Michigan;
Lake County, California; Spartanburg,
South Carolina; Clatsop County, Oregon;
and Niagara Falls, New York.

“There’snotanewideainit,” Dyson
says. “It’'simplementingold ideas;
actually doingitisthe newidea.” But

the methods of gathering patientdata
are certainly new, and they are an eas-
ier point of entry tothe consumer well-
ness craze for many investors, though
hurdlesremain.

When Fitbit, the San Francisco-
based maker of wearable activity moni-
tors, launched in 2007, it was one of the
first tech start-upstotake advantage of
individuals’ increasing desiretotrack
personalhealth data. As people pay
moreout of pocket for health care, the
incentive to follow certain measures
oftheir own health grows. Butit’shard
tovalueacompany like Fitbitbecause
consumers and investors don’toften
know how touse theinformation thatits
devices gather. After Fitbit went public
inJune, openingat $30.40 ashare, its
stock price steadily rose, topping $50 on
August 5. By mid-November, however,
analysts’ predictions of afallhad proved
true asinvestorsrealized Fitbit’s devices
didn’t provide much more than a count
of steps and calories.

Theability togatherbigdata has
beenthe focusof much health tech-
nology innovation inrecentyears.

Now, expertssay, the nexttaskisto
figure outhowtousethatinformation.
Mountain View, Califprnia-based
personal genome information com-
pany 23andMe was an early victim
ofthis problem. The company hita
snagin2013, whenthe FDA ordered
ittostopselling its DNA-analysis
productbecause ofthe possibility that
consumerswould be misinformed by
false positives, false negatives or errant
information about their genes. But

the banwaslifted this pastfall, and the
privately held company, which isvalued
atmore than $1billion, accordingto
research firm VC Experts,isnowselling
an adjusted version of the kit.

The companyisalsoforging partner-
shipswith BigPharmatoturnitsdatainto
drugs.Infact, investorswhoare focused
onNew York-based Pfizer’supcoming
megamergerwith Allergan maybe
missingthe real opportunity atthe
drugmaker: Ayearago Pfizer announced
apartnershipwith 23andMethat gives
thepharmaceuticalsgiantaccessto
morethan 600,000 individuals’datafor
research purposes. Thefirststudy was
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launched in May with the goal of better
understandingand developing personal-
ized treatments for patients with lupus.

“Peoplethinkit’s the person who
ownsthe datawhohasthe power,” says
Belen Carrillo-Rivas, Pfizer’shead of
R&Dinnovation projects. “It’snot. It’s
the person who understandsthedata.”

StartUp Health’s Stoakes compares
thecurrentstruggletogetahandleon
health data— and the corresponding
surge of start-ups attemptingtodojust
that —totheearly daysofthe Inter-
net. Stoakes and Steven Krein, who
launched StartUp Health in 2011, began
their careersasweb entrepreneurs. “To
putitincontext, Iwould say we’re at
1994 Internet, when Netscape was going
public,” says Stoakes.

Inthisscenario Fitbit or San
Francisco-based information technol-
ogy provider Castlight Health would be
Netscape Communications, blazinga
newtrailand inspiring a wave of follow-
ers.Some ofthose followersare in StartUp
Health’snetwork, including AdhereTech,
whichhasdeveloped asmartpill bottle
thathelpstrackand improveadherence
tomedication regimens, and Dermio,
avirtual dermatological consultation
service. Stoakesbelievesthe next
generation of health tech start-ups will
include devicesthat canbe embedded
tomeasure vitalsignsand communicate
themto doctors, clothesthatcan mea-
sure dehydration and nutrientlevels,
and skin-patch drug-delivery systems
dropped offby drones. Ifthat sounds
alittle frightening, Stoakes is quickto
pointoutthatdoctors have been embed-
ding productslike pacemakersand
intrauterine devices for decades.

Theindividual piecesofatrue
health care revolution —in which more
diseases are prevented, conditionsare
caught and understood soonerand can
betreated with targeted, individualized
methods — arebeingfine-tuned and
primed forbetterspeed and accuracy.
Thenéxt step will beto fitthem together.

“Alotofthe heavyliftingand hard
workhasbeen done,” says Stoakes.
“There’s arobust market now for change
tooccut, and there willbe agreat oppor-
tunity over the next five yearsforitto
happenvery quickly.” ®
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