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Investing in Pharma and the Game Changing 
 Impact of AI
In this episode, we delve into the intersection of AI and pharma, uncovering how artificial intelligence is set to  
change drug discovery and its impact on investing. Learn what this means for the future of health care and your 
investment portfolio.

New drugs drive prices of drug stocks

The pharmaceutical industry is fundamentally driven by the creation and approval of new drugs, which has a direct impact on 

the stock prices of drug companies. Innovative drugs that successfully pass through rigorous clinical trials and receive regulatory 

approval can significantly boost the financial performance of pharmaceutical firms. 

Investors closely monitor the pipeline of new drugs, understanding that a breakthrough medication can open up substantial 

revenue streams and market opportunities. Conversely, any setbacks in the drug development process, such as adverse side effects 

discovered during trials or delays in regulatory approval, can lead to a decline in stock prices. 

The potential of a new drug to address unmet medical needs or to offer significant improvements over existing treatments is a critical 

factor in evaluating the investment potential of pharmaceutical stocks. This is best done during the final phase of drug development, 

before it starts to generate revenue, by answering questions such as how much demand it will generate and whether it will change 

the revenue growth profile of the company.
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AI will improve innovation rather than reduce prices for consumers

Artificial intelligence (AI) is poised to revolutionize the pharmaceutical industry, particularly in the realm of drug discovery and 

development. The traditional process of bringing a new drug to market is lengthy, complex and expensive. However, AI has the 

potential to streamline this process by analyzing vast amounts of biological data, predicting how new compounds will behave and 

identifying promising drug candidates more efficiently. This capability not only accelerates the discovery of new drugs but also 

enhances the precision and effectiveness of treatments.

While AI is expected to drive significant innovation in drug development and better patient outcomes, it is unlikely to lead to 

a decrease in drug prices for consumers in the near term. The cost savings achieved through AI-driven efficiencies are often 

reinvested into further research and development, rather than being passed on to consumers in the form of lower prices. 

Additionally, the high costs associated with regulatory compliance, clinical trials and marketing continue to contribute to the overall 

expense of bringing new drugs to market.

Nevertheless, the ability of AI to enhance the innovation process holds immense promise for the pharmaceutical industry. By 

enabling the development of more effective and targeted therapies, AI has the potential to improve patient outcomes and address 

complex medical challenges in ways that were previously unimaginable.
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Source: AI in Drug Discovery and Repurposing: Benefits, Approaches, as at 27 Aug, 2022. 
*This remains uncertain; timelines will vary.

** Estimates are based on these sources: Why Artificial Intelligence Could Speed Drug Discovery by Morgan Stanley, Generative AI in the pharmaceutical 
industry: Moving from hype to reality by McKinsey & Company, From volume to value: Indian pharma’s transformation with data and AI by EY and At 
conference, drugmakers tout AI efforts as US tariffs cast shadow by Reuters. 
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Datasets will help to determine winners and losers resulting from AI

The integration of AI into the pharmaceutical industry is expected to create clear winners and losers. Companies that successfully 

leverage AI to enhance their drug discovery and development processes are likely to gain a competitive edge as they benefit from 

faster and more efficient drug discovery, reduced development costs and the ability to bring novel therapies to market more rapidly. 

Having regular contact with management and R&D leaders and visiting their premises are both crucial when identifying which 

companies are most likely to benefit from using AI in drug innovation.

The winners in this new era of pharmaceutical innovation will be those companies  that not only invest in AI but also integrate it 

seamlessly into their existing R&D frameworks. In this respect, datasets matter - those with the deepest datasets will be able to extract 

the most value from AI going forward. For example, a company that specializes in one therapeutic area and has the most widely used 

drug will have the most patient and clinical data. They can use this data to potentially create new versions of that drug or deploy it in 

new ways to treat other illnesses. This incumbency advantage may help bigger companies to continue winning, as it is more difficult 

for others with a lack of data to compete. 

Beyond pharmaceutical companies, the use of AI in drug development will also have downstream impacts that present opportunities 

for investors, such as tools companies that provide services and facilitate R&D. Having an integrated investment platform with cross-

sector collaboration is key to understanding the downstream impacts and identifying which companies are  

set to benefit.

As investors navigate this complex and ever-changing sector, understanding the dynamic interplay between new drug development, 

AI innovation and the evolving pharmaceutical landscape will be essential for making informed decisions and identifying  

long-term winners.
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The views expressed are those of the speaker and are subject to change at any time. These views are for informational purposes only and should not be relied on as a recommendation to purchase any 
security or as an offer of securities or investment advice. No forecast can be guaranteed. Past performance is no guarantee of future results.

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries.

Distributed by: U.S. - MFS Institutional Advisors, Inc. (“MFSI”), MFS Investment Management and MFS Fund Distributors, Inc., Member SIPC.; Latin America - MFS International Ltd.; Canada - MFS 
Investment Management Canada Limited. No securities commission or similar regulatory authority in Canada has reviewed this communication; Note to UK and Switzerland readers: Issued in the UK 
and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private limited company registered in England and Wales with the company number 03062718, and authorised and regulated in the 
conduct of investment business by the UK Financial Conduct Authority. MIL UK, an indirect subsidiary of MFS®, has its registered office at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK 
and Switzerland) readers: Issued in Europe by MFS Investment Management (Lux) S.à r.l. (MFS Lux) - authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg 
and which both provide products and investment services to institutional investors and is registered office is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. For readers in 
Saudi Arabia, Kuwait, Oman, and UAE (excluding the DIFC and ADGM) and Bahrain readers. In Qatar strictly for sophisticated investors and high net worth individuals only. In Bahrain, for sophisticated 
institutions only: The information contained in this document is intended strictly for professional investors. The information contained in this document, does not constitute and should not be construed 
as an offer of, invitation or proposal to make an offer for, recommendation to apply for or an opinion or guidance on a financial product, service and/or strategy. Whilst great care has been taken to 
ensure that the information contained in this document is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for any action taken in reliance thereon. You may only 
reproduce, circulate and use this document (or any part of it) with the consent of MFS international U.K. Ltd (“MIL UK”). The information contained in this document is for information purposes only. It is 
not intended for and should not be distributed to, or relied upon by, members of the public. The information contained in this document, may contain statements that are not purely historical in nature 
but are “forward-looking statements”. These include, amongst other things, projections, forecasts or estimates of income. These forward-looking statements are based upon certain assumptions, some of 
which are described in other relevant documents or materials. If you do not understand the contents of this document, you should consult an authorised financial adviser. Please note that any materials 
sent by the issuer (MIL UK) have been sent electronically from offshore.

South Africa: This document, and the information contained is not intended and does not constitute, a public offer of securities in South Africa and accordingly should not be construed as such. This 
document is not for general circulation to the public in South Africa. This document has not been approved by the Financial Sector Conduct Authority and neither MFS International (U.K.) Limited nor its 
funds are registered for public sale in South Africa.

This material shall not be circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where 
such reliance or distribution would be contrary to local regulation; Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd 
(“MFS Australia”) (ABN 68 607 579 537) holds an Australian financial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.; Hong Kong - 
MFS International (Hong Kong) Limited (“MIL HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL HK is approved to engage in 
dealing in securities and asset management regulated activities and may provide certain investment services to “professional investors” as defined in the Securities and Futures Ordinance (“SFO”).; For 
Professional Investors in China - MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue, Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 
200120, China, a Chinese limited liability company registered to provide financial management consulting services.; Japan - MFS Investment Management K.K., is registered as a Financial Instruments 
Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust Association, Japan and the Japan Investment Advisers Association. As fees to be borne by investors vary 
depending upon circumstances such as products, services, investment period and market conditions, the total amount nor the calculation methods cannot be disclosed in advance.
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